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PROCEEDINGS OF THE RAILWAY RATES 

TRIBUNAL. 



MONDAY, MAY 25TH, 1925. 



Present : 

W. B. CLODE, Esq., K.C., President. 
W. A. JEPSON, Esq. 

GEO. C. LOCKET, Esq., J.P. 



EIGHTEENTH DAY. 



The Rt. Hon. P. H. MAOM'ILLAN, K.C.. Mr. A. 
C. Cl, ARSON, K.C., Mr. BRUCE THOMAS, anti 
Mr. ALFRED TYLOR (instructed by the Solicitors 
of the Amalgamated Railway Companies) appeared 
for the Railway Companies. 

Mb. F. B.‘ MERRIMAN, K.C., Mb. F. G. 
THO MA S, Iv.C., and Mr. JACQUES ABADY (in- 
structed by Messrs. Vizard, Oldham, Crowders, and 
Cash) appeared for the Traders’ Co-ordinating! Com- 
mittee (including the Mining Association of Great 
Britain) ; for the National Association of Railway 
Travellers ; for the following local authorities : The 

Boroughs of Leeds, Cardiff, Oldham, St. Helens, West 
Ham, East Ham, Gravesend, Richmond, Hartford, 
Southport, Watford, Leamington Spa, Morecambe, 



Mr. Macmillan : I am happy, Sir, this morning to 
be able to- report substantial further progress witli 
the task in hand. You will recall that when the Court 
last adjourned we were awaiting the Report of the 
Minister on the reconciliation statements of Mr. 
Quirey. The Minister explained to Mr. Hurcomb 
that he still required Certain figures in relation to 
one of the Companies’ affairs to enable him to com- 
plete his Report. The figures were all supplied, and 
consequently the Minister was able to complete his 
Report which is dated the 20th May and is now in 
the hands of the Tribunal and also the parties en- 
gaged. and was received by us on the 21st May. T 
should say at once that as regards the date of its 
being received by us the delay is in no way attribut- 
able to the Minister, because the figures which we 
had to give him took some time to compile, and that 
explains why the Report is dated the 20tli May ; it 
took a little time to supply. You will recognise when 
von see that Report and have it discussed to-day that 
it is a most careful and full Report of the whole situa- 
tion, and of very -considerable value to our delibera- 
tions. The Report was made under a reference which 
wasi accepted on behalf of the Ministry by Mr. 
Hurcomb — and I am just pursuing my usual course 
of recalling to your mind the references — under a 
reference which was accepted at page 376 of the pro- 
ceedings to check the reconciliation statement particu- 
larly in regard to overlapping between (a.) and (h). 
The first reconcilation statement prepared by Mr. 
Quirey for the purpose of showing that there was not' 
overlapping is printed at page 167 of the proceedings, 
and then at a subsequent stage an amended recon- 
ciliation statement was prepared and put in by Mr. 
Quirey and is to be found at page 400. The amended 
reconciliation statement was explained in evidenec 
by Mr. Quirey at Questions -5388 and the following 
questions. That brings the matter down to date, 



and Rothesay; and for the Urban District Councils 
of Mitcham, Heston and Isleworth, Teddington, AYal- 
lington, Surbiton, Harrow-on-the-Hill, Prestwick, 
Epsom, Carshalton, Barnet, Hampton, Bexley Heath, 
and Staines. 

The Hon. STAFFORD CR-TPPS appeared for the 
London County Council. 

Mr. CYRIL HURCOMB, C.B., C.B.E., appeared 
for the Ministry of Transport. 

Mr. HERBERT MORRISON appeared for the 
Joint Council of the Trade Union Congress and the 
Labour Party; and for the London Labour Party. 

Mr. .J. H. AVORRALL appeared for the National 
Anti-Profiteering Society. 



The reconciliation statement accordingly to which 
the Minister directed his attention was the amended 
reconciliation statement printed at page 400. It is 
gratifying to the Railway Companies to learn from 
the Report that the figures are generally recom- 
mended for your acceptance as having been correctly 
compiled with certain observations, to which I shall 
allude shortly. Perhaps T might just read at once 
the first two paragraphs of the Minister’s Report: 
“ Sir, I am directed by the Minister of Transport to 
state that in accordance with the request of the 
Tribunal he has caused an examination to be made 
of the figures contained in the statement reconciling 
the net Capital Expenditure of the years 1913-1923 
inclusive with the claims of the Railway Companies 
under Section 58 (1) of the Railways Act, para- 
graphs (a) and (h), as submitted liv them in an 
amended form and printed at page 400 of the Pro- 
ceedings of the Tribunal. (2) It should be clearly 
understood that the scope of the Ministry’s investi- 
gation has been confined to a test examination 
mainly directed towards ascertaining whether any 
overlap has occurred between the claims under para- 
graphs (a) and (b), the result of which is to indi- 
cate that the statement has been correctly com- 
piled, subject to the following observations.” Then 
the Minister deals with certain matters in detail to 
to which I shall have to refer. These observations, 
Sir, raise some points requiring explanation by us, 
and possibly decision by you, or, at any rate, 
appi'oval by you of the course we propose to take in 
view of these observations. Of course it will be 
necessary that those points arising on the observa- 
tions be disposed of before the final figures for (a) 
and (b ) can be ascertained. A few adjustments have 
been found to be necessary and none of them really 
amount to sums large enough to affect appreciably 
the ultimate result, but it is of importance that thesq 
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figures should be made as precisely accurate as they 
can be, and with the assistance of the Minister’s 
observations we shall be able, 1 think, to bring them 
to an even higher degree of accuracy than they 
already possess. 

Before I address myself to the observations of the 
Minister, which will require a little exposition, I 
think it might be convenient if I suggested to you 
the outline of the procedure which we propose for 
your approval. As you are aware, the Tribunal is 
still engaged in the ascertaining of the figures to be 
added under paragraphs («•), (b) and (c) to the aggre- 
gate net revenues of the constituent and subsidiary 
companies in 1913. As regards the net revenue, that 
chapter of the investigation is practically closed, but 
as a result of one of the Minister’s observations we 
shall propose for your acceptance to-day a small 
deduction from the net revenue of each of the four 
companies. Apart from that, you may take it that 
that chapter of the case is complete. As regards («) 
the 5 per cent, of the sums on which the Government 
was paying compensation, we still await the decisions 
of the Tribunal on, first, the question of the Great 
Western expenditure on the Fishguard and Rosslare 
undertaking, and secondly, on the method of dealing 
with rent charges. When we have the advantage of 
your views upon f.hose two matters we shall be in a 
position to complete (a). 

Then as regards (b), that is to say, the allowance of 
capital expenditure since the 1st January, 1913, not 
included in (a), we await the decision of the Tribunal 
on the question of capital raised and provided. You 
may recall that we led evidence as to what had been 
done, and submitted for your determination whether 
the method which we had adopted complied with the 
statutory requirement that we had raised the capital 
cocrresponding to tho expenditure. On that topic we 
have already led evidence, and we propose to-day to 
deal with the Minister’s observations, which will affect 
the figures in (b), and that will be further contribu- 
tory to the ascertainment of (b). 

As regards (c), that is the works over £25,000 not 
fully fructified, the figures agreed with the Traders’ 
Co-ordinating Committee will, of course, stand, and 
then on (b) being ascertained and (c) remaining ascer- 
tained, the railway companies will make the agreed 
deduction of £2,000,000 from (b) or (c), and will exer- 
cise as their option as to tho matter of doing so 
whether they will take the whole £2,000,000 from (b) 
or the whole from (c), or part from (b) and part from 
(<■-). Having brought -matters to that stage, 1 sug- 
gest that the railway companies should then lead evi- 
dence to satisfy the Tribunal that in arriving at the 
adjusted and agreed figures all relevant considera- 
tions have been taken into account. 

President : On (c). 

Mr. MaomMan : Well, that is (b) and (e) ; and we 
will take advantage of that opportunity to take from 
a Witness a statement of the negotiations and of the 
scrutiny which the figures have been subjected to in 
order to satisfy you that all relevant considerations 
liavo been in the view of the parties That pro- 
gramme, if carried out with your approval, will 
enable (a) to be completed finally, (b) to be completed 
down to the 31st December, 1923 — because, as you will 
remember, capital expenditure since then is still hold 
over — and (c) to be completed finally. That will only 
leave the final figure to be brought into the account, 
namely, the figure -derived from the proviso under 
the head of economies. It is satisfactory, I am sure, 
to you. Sir, to know that wo are able to announce 
this morning a complete settlement on tho matter of 
economies also-; the figure has been agreed and 
certain terms relating to that figure have been ad- 
justed with the Traders’ Co-ordinating Committee, 
and therefore again on that you will only want to 
have some evidence which will satisfy you as to bow 
the settlement has been brought about, and again 
that all relevant considerations have been in view of 
the parties, and we hope to-day to have from you your 
approval on evidence of the figure for economies, so 
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that it may be finally completed. You may remem- 
ber that this day was set apart for that task, and I 
hope that as a result of to-day’s proceedings that 
chapter may also be completed, but in consequence 
of the topics arising on the Minister's Report some 
exposition at least will be required in order that you 
may appreciate certain adjustments that will have to 
be made on the reconciliation statement and certain 
adjustments upon (b) in order to give effect to the 
points which tho Minister has drawn our attention to. 
If that programme which one has thought out in 
order to arrive at the most convenient way of getting 
through the business commends itself to you, I -pro- 
pose to embark upon it at once by taking, first of all, 
the Minister’s observations and letting you see the 
effect of those upon the reconciliation statement, 
putting Mr. Quirey into the box in order to give one 
or two explanations on those observations, and so 
giving you all the necessary material to deal with (b), 
subject to the matters which are still in your hands 
for decision. \ T ou will appreciate that we cannot 
proceed to exercise our option of distributing the 
£2,000,000 deduction as between (b) and (c) until we 
have the figures for (b) and (c), because the figures 
for (b) and (c) must first be ascertained, and then we 
have to apply our option. There is a deduction to be 
made from those two compartments, but they must 
first be filled with their ascertained figure before we 
can make the deduction of £2,000,000 and present you 
with the actual figure in (b) and (c) ; but that again 
is merely mechanical once we get the figures of (b) 
and (c) ascertained. 

Mr. M erriman : There is one thing I would like to 
sav about this, if I may, and it is intended to help 
my friend while he is addressing the Court. With 
regard to the Ministry of Transport Report, it is only 
dated the 20t.k May, and we were told by the com- 
panies on Friday that they did not propose, and would 
not be prepared, to go into the- detail of the Ministry 
of Transport Report to-day ; that they were going to 
ask for -an early day, earlier than that which was 
anticipated as being the next sitting, finally to com- 
plete and deal with this point, including the Ministry 
of Transport Report. We are not really prepared to 
deal with this Report in detail. We only got the 
Report, of course, on Thursday, and having regard 
to what we were told about this, we are not really 
prepared to deal with any evidence which is led to-day 
about the Report of the Ministry of Transport. It 
may be that we shall not have to comment on it at 
alt, but if there is any question of detail, for the 
reason that I have given we did not come here pre- 
pared to deal with it to-day. 

Mr. Macmillan ; I think we may assure my learned 
friend and his clients that they will not' suffer any 
injustice, because what I propose to do is to give the 
Tribunal an exposition, so far as in my power lies, of 
the points arising on the Minister’s Report. If on 
that exposition any question arises as to which the 
Traders would like further information, or would 
indeed like time to comment, they must of course have 
it. I was not, aware of the explanation that had been 
made, but my client tells me that that is so. I had 
prepared myself to make that exposition to-day, and 
subject to your approval 1 should like to do so, in 
order that you may see the effect of the Minister’s 
Report; but of course my learned friend or his clients 
must not be precluded in any way from anything that 
they wish to say upon it further if, after consideration 
of what .1 have said to-dav. they have anything to 
bring up, but I think possibly what I have to say may 
be useful, and in fact that it will assist my learned 
friend to tread the devious paths of these figures with 
a little more comfort perhaps if he hears somebody 
else trying to expound him. But it must be under- 
stood that his position is not in any way to be pre- 
judiced. 

Mr. M erriman : That is all 1 wanted to safeguard 
myself against ; I do not want to stop my learned 
friend expounding them; I only want not to be shut 
out from an opportunity of saying anything, if neces- 
sary. 
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Mr. Macmillan: Then has that programme the 

approval, Sir, of yourself or your colleagues? 

President : Yes. 

Mr. Macmillan: Then, Sir, as regards the Minis- 
ter’s Report, one has to turn to the observations 
which he has made, after paying the general tribute 
to the railway companies’ accounts that the reconcilia- 
tion statement has been correctly compiled. On the 
Minister’s Report you will find that certain adjust- 
ments are necessitated upon our accounts, and 
possibly also certain decisions required at your hands, 
at any rate approval at your hands, of certain pro- 
posals which we make in order to conform with what 
the Minister has pointed out. I might perhaps in 
the first place state the points arising on the Minis- 
ter's observations, and then I think it will be con- 
venient if I call Mr. Quirey to give any explanations 
necessary. The points are to a large extent account- 
ancy points, and therefore I enter upon my task of 
expounding them with a certain trepidation especi- 
ally in the presence of Mr. Quirey and Mr. Cope, but 
1 shall endeavour to be as accurate as I can. 

The first point which arises will be found dealt with 
in paragraph 4 of the Minister’s Report, but perhaps 
I should read paragraph 3, which is prefatory to all 
the points. First of all the Minister there says : 
“ Apart from detailed adjustments which arise out 
of the investigation there are certain differences in 
the methods of compilation adopted by the Railway 
Companies which involved questions of principle upon 
which decision would appear to be required. The 
attention of the Companies was directed to these 
differences and figures have been agreed with the 
Companies which show the amounts involved. The 
preparation of these additional figures has 
somewhat delayed the presentation of this report, 
but it was considered that the general convenience 
would be served by following this course.” 
Accordingly, it is satisfactory to know' that the 
points which do arise for consideration are all already 
quantified, that is to say, the precise figure is there 
and all that we have to do with your approval is to 
select one or other figure or deal with one or other 
figure in a particular manner. There is no question 
as to amount involved; the sums have all been agreed 
with the Minister ; and therefore we have nothing to 
do but to arrive at certain decisions as to the mode 
in which these figures should be dealt with in the 
accounts. The Minister’s Report goes a little beyond 
the mere ascertainment of ■whether there is any over- 
lapping in the reconciliation statement as regards 
compartments (a) and (6), and raises some other 
points of a rather wider aspect of the case, which if 
one may say so we entirely welcome, because it is 
all in the direction of making the accounts strictly 
accurate. In paragraph 4 he deals with a point 
which, as stated, may seem a little complex, but in 
point of fact he really raises a very simple issue. It 
arises, if you will be good enough to turn to page 
400, to the reconciliation statement on the item which 
is prefaced with the word “ deducted ” in italics — 
“ deducted, expenditure in 1913 or later upon works 
brought into use prior to 1913.” In order to appre- 
ciate the points of the Minister’s observations, it 
may be convenient to recall once more the terms of 
Section 58 (1) (Z>) and (c). In paragraph (b) what is 
to he brought in, as you may remember, is “ an 
allowance necessary to remunerate adequately any 
additional capital which may have been raised or pro- 
vided in respect of expenditure on capital account in- 
curred since the 1st day of January, 1913.” The 
dividing line in point of time is the 1st day of 
January, 1913, and therefore into that com- 
partment no expenditure should go, which has 
been incurred prior to the 1st day of January, 
15)13.” When you turn to paragraph (c), what is to be 
given under that head is this: “ Such allowance as 
appears to the rates tribunal to be reasonable in 
respect of capital expenditure (not being less than 
£25,000 in the case of any work, and not being capital 
expenditure included in paragraph (a) on works 
which enhance the value of the undertaking, but 



which had not at the beginning of the year 1913 be- 
come fully remunerative.” That paragraph contem- 
plates works in existence at the 1st January, 1913, 
and therefore works upon which expenditure had 
taken place prior to the 1st January, 1913, but which 
were yet not fully fruit bearing. Although there 
are many works in that position on which expendi- 
ture had taken place prior to the 1st January, 1913 , 
on such works, of course, some expenditure was made 
after the 1st January, 1913. There is no limit in 
compartment (c) upon the date down to which the 
expenditure ou works of less than £25,000 capital has 
been made which is to be taken into account. It 
does not say “ expenditure before the 1st January, 
1913, on such works it is an allowance in respect 
of capital expenditure ou works of that class which 
are not jet fully fructified, and some of those works, 
of course, were partly completed, and upon them 
there was certain expenditure later. I draw atten- 
tion to the fact that there is no limit on the time 
down to which expenditure in compartment (c) is to 
be brought into account. I think the point that 
arises here is due to the circumstance that in this 
deduction on page 400 no distinction verbally is taken 
between works of less than £25,000 capital expendi- 
ture and works over £25,000. It is necessary to 
draw a discrimination between those two categories 
of works, first of all, works in use prior to 1913 cost- 
ing £25,000 and more, and secondly, works in use 
prior to 1913 but costing less than £25,000. The 
latter category, of course, would not find their way 
into compartment (c) at all, because the condition of 
admission to compartment (c), is that the works 
shall have cost £25,000. There was, of course, con- 
siderable capital expenditure on works less than 
£25,000 and if and in so far as there was expenditure 
on works of less than £25,000 capital value made after 
the first January, 1913, that appropriately finds its 
way into paragraph (b), because it is capital expen- 
diture after the 1st January, 1913, and on works 
brought into use prior to 1913 but not in compart- 
ment (c), because they are works of less than £25,000 
capital expenditure per unit. Accordingly, one gets, 
I think, at the principle upon which to deal with 
these matters, and although there has been somo 
divergence of practice in the compilation of their 
accounts by the railway companies, we propose this 
morning to ask you to approve of bringing the 
accounts of the four railway companies to a uniform 
basis in this respect. The material for doing that 
is supplied to us by the Minister in an Appendix 
which is at the end of his observations. Therefore, 
our submission, first of all, is that expenditure since 
the 1st January, 1913, on works costing £25,000 and 
over in use prior to the 1st January, 1913, ought 
to be in paragraph (c). They are works of over 
£25,000 and some capital expenditure has been made 
upon them after the 1st January, 1913; that expen- 
diture ought to be in paragraph (c), because it is 
expenditure on works over £25,000 not fully fruc- 
tified. That course has been pursued by all the 
Companies except in one instance: the London, 

Midland and Scottish Company omitted £17,320 
of expenditure of that class from (c) and they 
claimed it under ( b ). There is no doubt that that 
was an inadvertency on the part of the London, 
Midland and Scottish, and what they propose to do 
is to penalise themselves for the inadvertence by 
dropping the item altogether, so that it will not 
appear either in (b) or (e). We are very anxious 
not to disturb the figure in (c) at all, because (c) is 
the figure upon which, as you know, a settlement was 
arrived at; therefore, we do not think it desirable 
to affect the figure (c) by any alteration which 
‘might equitably have been asked, and what is pro- 
posed by the London, Midland and Scottish is 
simply to drop that figure of £17,326 out of ( b ) alto- 
gether, because, although it is expenditure since the 
1st of January, 1913, and might therefore be appro- 
priately in (b), its proper home is in (c), because it 
is upon a work of over £25,000 capital value which 
had not come into full fruit bearing on the 1st 
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January, 1913. In that respect the only adjust- 
ment, therefore, to bring the accounts of all the Com- 
panies into line is to delete from (b) the £17,326 and 
leave (c) unaffected. That is the course which the 
Condon, Midland and Scottish propose, and the result 
of it will be as 1 have stated. The effect of that 
you will see at once if you turn to the summarised 
statement appended to the Minister’s observa- 
tions where the first two compartments, as 
the headings denote, relate to works costing 
£25,000 and over, and works costing less 
than £25,000. My first proposition is (and 
pray note the heading), that with regard to all 
expenditure in 1913 or later upon works brought into 
use prior to 1913 the proper place for such expendi- 
ture in the case of works costing £25,000 and over is 
in (<••). Tile four Companies, as you will see in one 
of the compartments there under the heading “ Not 
claimed under Section 58 (1) (b),” have omitted from 
Section 58 (1) (b) these various sums, because al- 
though they represent capital expenditure since the 
1st January 1913, and therefore might have been 
admitted to (b) are, in point of fact, in (c) because 
they are expenditure on the class of works which finds 
its proper place in compartment (c), where are all 
the works over £25,000 which had not come into full 
fruit bearing on the 1st January, 1913. You 
will see a column headed “ Claimed under Section 
58 (1) (b) £17,326 ” against the London, Midland 
and Scottish. That is the figure I have been address- 
ing myself to; that should have been under (c) ; the 
Minister is quite right. If all the Companies had 
acted consistently, or rather, if the London, Mid- 
land and Scottish had acted consistently, the £17,326 
would have been in (c). It was omitted from (c) 
and entered in (b); it ought not t-o be in (b) if we 
are to bo consistent; therefore we propose to drop 
the £17,326 from (b) altogether, and in that way I 
think we shall succeed in bringing in this respect, 
that is to say as regards works costing over £25,000, 
complete uniformity among the four Companies. 

Mr. Jepson: Interrupting you for a moment so 
that I may get it quite clear in my mind, with 
regard to the amounts in respect of these works 
which were expended before 1913, the revenue from 
those works is, of course, refected in the 1913 
revenue ? 

Mr. MacmiUan: Yes, imperfect revenue: that is 
to say, which had not come into full bearing. 

Mi\ Jepson: The unfructified revenue of the 

money expended on these works of £25,000 and up- 
wards is, so far as it was resulting in earnings, re- 
fected in the 1913 revenue P 

Mr. Macmillan : Yes. 

Mr. Jepson-. Then your proposition is that any 
money expended after the 1st January, 1913, on 
those works could properly come for compensation 
in (c)P 

Mr. Macmillan: Yes. 

Mr. Jepson: Although the works have been 

brought into use in 1913? 

Mr. Macmillan: Although the works have been 
brought into use in part, in order to enable them to 
become fully efficient there has had to be additional 
expenditure after 1913 upon those works. They are 
works which, most of them I suppose, had begun to 
make their contribution to net revenue before 1913 
but their contribution was still imperfect. Recogni- 
tion is given to the fact that the return upon that 
expenditure was not the complete return that 
might be expected by allowing us an equitable figure 
for non-fructification, but in addition to the stage at 
which you draw file line further expenditure had to 
be made on those still unfructified works in order 
to bring them into full bearing, and it is that addi- 
tional expenditure since the 1st January, 1913, on 
works upon which there had been some expenditure 
liefore 1913 and which were not fully fruit bearing 
which we now propose to include in (c); indeed, that 
is the course which the Companies all adopted and on 
which there has been no adverse comment, and the 



only criticism that is made is that the London, 
Midland and Scottish inadvertently put into (b) 
£17,000 that ought to have been in (e) if they 
had been consistent. 

Mr. Jepson: Take .an assumed case: Supposing 

the London, Midland and Scottish had spent 
£100,000 on works prior to 1913 which works were 
brought into operation in 1913 but further expendi- 
ture — 

Mr. Macmillan: Might I just qualify that with 
a single word so that we may be absolutely accurate 
— brought into operation prior to 1913. 

Mr. Jepson: Yes, brought into operation prior to 
1913, and therefore to some extent earning a revenue 
which is in the 1913 revenue. Another £20,000 has 
to be expended after the 1st January, 1913. The 
claim of the Railway Company is that £120,000 
should rank, as un fructified capital under \c); that 
is the position. 

Mr. Macmillan: Yes, that is exactly the position. 

Mr. Jepson: Of course, it does bring us to this 
point: it may have been, and the Ministry of Trans- 
port would probably have checked that, that the 
£20,000 expenditure made during 1913 in respect of 
those works might have been brought to rank for 
interest payment during the period of control. Of 
course, If that had been so, and it is already included 
in (a), it would not come into (c). 

Mr. Macmillan : No. 

Mr. J cpson : I assume the Minister of Transport 
has provided against a duplication of that kind? 

Mr. Macmillan: That is exactly what he has 
addressed himself to, because the consideration in 
(c) is thar- it shall not be capital expenditure in- 
cluded in paragraph (a); therefore the scrutiny for 
the purpose of avoiding that has covered that point. 

Mr. Locket : 1 want to be quite sure hat I follow. 
The figures in the first column of figures “ Not 
claimed under Section 58 (1) (b) ” are items all in- 
cluded In (c). 

Mr. Macmillan: They are. 

Mr. Locket: And are, therefore, affected by the 
settlement ? 

Mr. Macmillan: Yes. 

Mr. Locked: Those figures do not involve any 
adjustment P 

Mr. Macmillan : No. 

Mr. Locket : It is simply an explanai ion of where 
they appear; it does not involve any adjustment of 
the figures given in “ J.Q.4 ” amended. 

Mr. Macmillan: That is °o. The point of giving 
them to you is in order that you might see that there 
has been a difference of practice amongst the Com- 
panies in compilation of these figures to this extent, 
that the London, Midland and Scottish have in- 
cluded £17,326 which would, if the consistent -rule 
had been applied, have been in the first compart- 
ment, and they have put it into the second com- 
partment. This is designed to show that anomaly in 
the accounts bearing out what the Minister says in 
his Report. You may recall there have been some 
differences in methods of compilation. 

Mr. Locket : Yes. 

Mr. Macmillan : The first difference of method in 
compilation to which he draws the attention of the Tri- 
bunal is thisdifferencein the case of the London, Mid- 
land and -Scottish; it is not a comment adverse upon 
the methods of calculation at all; it is merely that an 
item is in one compartment that should not have been 
there if we had been consistent. Wie think the 
appropriate course is that because a figure of that sort 
in the nature of it has the very smallest reaction on 
the results we are concerned in, rather than disturb 
(c), which remains an unaffected figure we should 
simply drop that £17,326 altogether. I Have ex- 
pounded it apart from the Minister’s words as lie 
has put them in the Report, because 1 have put it, if I 
may say so, in tlie form in which it appealed to 
myself, I think a very simple form, and I hope that 
it will be found an accurate exposition of the matter. 
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Then there is the other category of expenditure, 
expenditure since the 1st January. 1913, on works 
costing less than £25,000 brought into use prior to the 
1st January, 1913. These being works costing loss 
than £25,000 can find no place in paragraph (c). 
There has been expenditure to a considerable amount 
upon works costing less than £25,000 brought into 
use prior to 1913, such expenditure having taken place 
after 1913. Take, let us say, a £10,000 job which 
had been brought into use, partially available for uso 
in 1913, but in order to complete it another £10,000 
had to be spent, and that £10,000 was spent debited 
to capital expenditure after the 1st January, 1913. 
The total cost of the work was £20,000; £10,000 is 
expended before the 1st January, 1913, and therefore 
excluded from (b) and excluded from (c), because 
it is not a £25,000 work. The £10,000, therefore, 
expended after the 1st January, 1913, does qualify 
for admission to (b) because it ds capital expenditure 
after the 1st January, 1913. So far as it was capital 
expenditure prior to the 1st January, 1913, it is 
assumed to be remunerated in the net revenue even 
although it is a partially unfructified work. Wo 
get no recognition for works costing less than £25,000 
not being fully fruit bearing, but such expenditure 
must just take its chance with net revenue. It is prior 
to the 1st January, 1913, and it can find no rest for 
the sole of its foot in either (5) or (c); it is out of that 
account. But in so far as we have spent money since 
the 1st January, 1913, on such a work costing ulti- 
mately less than £25,000 it has an appropriate niche 
in (b), and accordingly we propose that the four 
Companies should uniformly proceed on that basis. 

I will tell you exactly liow the matter stands at the 
moment. So far as the Great Western Company and 
the Southern Company are concerned, they have both 
done that. In their figures in ( b ) there are included 
sums representing .expenditure after the 1st January, 
1913, on works of less than £25,000 capital value 
brought into use prior to 1913, so the Great Western 
and Southern Companies have done exactly what I 
suggest is the right course. So far as the London, 
Midland and Scottish Company is concerned, it has 
done the same, except that it has omitted £19,567 of 
such expenditure, and as regards the, London and 
North Eastern it has entered of sudr* expenditure 
£32,238, but has made a large omission of £164,517. 
That represents capital expenditure made by the 
London and North Eastern Company after the 1st 
January, 1913, on works less than £25.000 capital 
value brought into use prior to the 1st January, 1913. 
Olio naturally wants, I think, some explanation of 
why there has been that comparatively large diver- 
gence on the part of the London and North Eastern 
Company. The point is very simple, I think ; it really 
arose upon a consideration of the language of para- 
graph ( b ). The London and North Eastern Company 
appear, if one may judge by the result of their 
accounts, to have proceeded upon a view of the 
language of that paragraph which I respectfully sub- 
mit is mistaken. The critical words are “ in respect 
of expenditure on capital account incurred since the 
first day of January, 1913.” When is expenditure 
incurred? The London and North Eastern Company 
appear to have excluded from this account the sum in 
question largely upon this ground, that although the 
expenditure was in point of fact made after the 1st 
January. 1913, that is to sav the money was paid 
after the Iso January, 1913, it was in a number of 
instances paid in discharge of liabilities incurred prior 
to the 1st January, 1913. The point, therefore, arises 
on tlie interpretation of the language of paragraph 
(b), what is meant by “ expenditure on capital 
account incurred since the first day of January, 
1913”? The language is perhaps not very artistic, 
because you do not really incur expenditure properly 
so called; you make expenditure and incur liabilities; 
but the Statute has chosen to use the phrase “ expen- 
diture incurred.” The Companies other than the 
London and North Eastern, to some extent only, 
because they have not applied their principle 



uniformly, proceeded originally upon tlie basis that 
although the expenditure was made after the 1st 
January, if it related to liabilities incurred prior to 
the 1st January, 1913, might not be entitled to come 
in under (b). I submit that that is a wrong view 
altogether. 

Mr. Jepson: Unless the expenditure is in relation 
to capital raised prior to 1913, that would take it out 
of (b), surely, would it not? Supposing money was 
raised specifically for certain works prior to 1913, but 
is was not expended until after 1913, would you not 
get that expenditure under (b) under the terms of the 
Section? . 

Mr. Macmillan : Yes, but we are dealing, remember, 
with an expenditure on works loafing less .tliajn; 
£25,000 ; therefore we are not in the region of large 
works authorised by Parliament with their own esti- 
mates and their own capital powers. 

Mr. J cpson : 1 only based that remark on one that 
you made, when you said fhe reason for the North 
Eastern not including it in (b) was that although the 
money was actually expended in 1913, the expenditure 
was incurred prior to 1913, but it may have been 
owing to some minute of the Board or something of 
that kind that a certain amount of capital was ear- 
marked for this particular work, and although it was 
not all expended before 1913, but some of it was 
expended after 1913, it seemed to me that might take 
it out of (b). 

Mr. Macmillan : 1 follow your point, 'Sir, hut it 
does not really affect, if I may say so, on the facts, 
this sum with which we are dealing. This sum, it is 
agreed on all hands, represents money actually paid 
out of the coffers of the Loudon and North Eastern 
Company after the 1st January, 1913, upon works of 
less than £25,00 capital value, and with regard to 
which there had not been explicitly raised any capital 
after that time. 

Mr. J cpson : I quite follow. 

Mr. Macmillan: Therefore, this is perhaps one of 
the largest figures we have to deal with this morning. 

Mr. J cpson : I was going to suggest this, if I might : 
of course, we know that tlie formula has gone, but 
supposing the formula had been in existence, and 
supposing it had been accepted by this Tribunal as a 
measure of what is in (c), where would you have 
found a place for the capital expenditure on works 
over £25,000, that is expenditure after 1913? It is 
only a query that passed through my mind, that it 
might have accounted for some of these difficulties of 
things not being included in (c), because at the time 
the statement was made out it was based on that 
formula. 

Mr. Macmillan: I think, if I may say so, that is 
quite a helpful criticism, but it also, if 1 may say so, 
is further destructive of the formula. 

Mr. J cpson : I quite agree. 

Mr. Macmillan: I think that might have been used 
us a criticism of the adequacy of the formula, because 
it could not have properly taken into account those 
figures. Of course, it would depend on what date you 
took your formula. If you started with the terminus 
at which we are at the present day, which I think 
was the principle on which it was worked, because it 
was to carry back, you remember, a certain period of 
time — ~ 

Mr. Jepson : But it finished at the end of 1912. 

Mr. Macmillan: I stand corrected; that is quite 
true. Therefore, it would not have expressed this 
expenditure. I am told it would have appeared. I. 
am told the way in which the formula was worked (it 
is now only of historical interest) was to give a date 
when the work was first brought into use, and then 
to attribute to that all the capital expenditure upon 
that work whether incurred before or after the date 
at which it was brought into use. 

Mr. J cpson : As you say, it is destructive of tlie 
formula, but the claim would have been a claim for 
half a year or 12 months on capital which was 
expended after the 1st January, 1913; it would have 
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been put back into some pigeon-bole to earn some 
amount of remuneration as not being fructified. 

Mr, Macmillan : I think that would have been the 
result. Tou will now see, as I think, clearly the way 
in which this thing arises. Under the deduction 
there was not a discrimination between works above 
£25,000 and works below £25,000. The Minister has 
discovered that with regard to those two compart- 
ments of works, works under £25,000 and works over 
£25,000, all of them brought into use prior to 1913, 
and on all of them some expenditure prior to 1913, 
that the expenditure since 1913 on such works has 
not been uniformly treated by the Companies, and 
therefore we propose to bring the whole thing to a 
common denominator by dealing, first of all, with the 
expenditure o!n works over £25,000 sincje tjhe 1st 
January, 1913; all that goes into (c). That only 
involves one correction of the London, Midland and 
Scottish. On the other hand, the expenditure since the 
1st January, 1913, on such works of less than £25,000 
capital value finds its place in (6), and the criterion 
for admission to (b) is: Was that money in fact spent 
after the 1st January, 1913? The misapprehension 
which has caused some divergence of practice seems 
to have arisen through a failure to appreciate that 
the language of the statute is “expenditure in- 
curred ”, and not “ liability incurred ”, and that 
the real test is: Was that money in fact spent paid 
after the 1st January, 1913; if so, this is the only 
place it can come in for remuneration, ns you appre- 
ciate, and this is the appropriate place to bring it 
in. Accordingly, in order to bring all the Companies 
on this art to a common denominator, you will now 
perhaps be good enough to turn to the table at the 
end of the Minister’s Report, and you will see what 
his comment is there. In the compartment headed : 
“Works costing less than £25,000”, you will see in 
the right-hand column that the Companies have 
claimed certain sums; London and North Eastern 
£32,238; London, Midland and Scottish £87,856; 
Great Western £36,043; and the Southern £95,419 ”. 
That is the proper place in which to claim in the 
case of works costing less than £25,000, upon which 
there has been expenditure since the 1st January, 
1913. The Minister points out that two of the 
Companies have not claimed all their expenditure 
made since ihe 1st January, 1913, and in particular 
that the London and North Eastern Company have 
omitted to claim £164,517, and the London, 
Midland and Scottish have omitted to claim 
£19,567. The result is that, if I am right 
and if you approve, in the case of works 
costing less than £25,000 that expenditure ought to 
go into ( h ) and you have to add to (h) in the case of 
the London and North Eastern £164,517, and in the 
case of the London, Midland and Scottish £19,567. 
That will really mean that the London and North 
Eastern will fall in line with the other Companies 
and correct in that way the misapprehension which 
[ think is obvious on the interpretation of the words 
“ expenditure incurred ”. That would enable the 
Tribunal, if they would he good enough, to express 
their approval of that interpretation of the words in 
order that we may have the matter justified on the 
language of the statute. I think, if I may say so 
respectfully, it is an abundantly clear point, hut as 
evidently there has been some misapprehension in 
some minds, I should rather like to have the imprima- 
tur of the Tribunal’s decision upon that point so as 
to show that the account is compiled in conformity 
with the requirements of the statute, and it is 
after all, if I may respectfully say so, the task of 
the Tribunal to see that we have complied with it. 

Then the result so far is that there should be an 
addition to the London, Midland and Scottish, para- 
graph (5), of £2,241 ; that is the difference between 
the £17,326, which they have given up in the 
second compartment, and the £19,567, which should 
lie added under the second compartment of the Minis- 
ter’s table; net addition £2,241. One really depre- 
cates taking up your time with such small correc- 
tions as that, because it would only affect the tenth 



decimal place in any charge, but at the same time 
if is desirable that the public should appreciate ‘that 
all these points have been gone into in detail, and 
although these small adjustments in the end of the 
clay will have very little effect on the actual rates 
charged, I think it must be for the satisfaction both 
of the Tribunal, of ourselves, and the public to know 
that these figures have been gone into with such 
minuteness m order that any possibility of error 
may be corrected. Therefore in the case of the 
London and North Eastern it will result in an addi- 
tion of £164,517, a large figure, but again in the 
end of the clay one which, subject to certain further 
adjustments which will appear in the sequel, will 
have very little appreciable effect. 

Mr. Jepson: There is another point that occurs 
to me, especially on your appeal just now that the 
Tribunal should give their decision upon this particu- 
lar point; it is quite conceivable that uncompleted 
works brought into use before 1913 are earning as 
much as they would with this additional capital 
expended on them in 1913. Supposing, foi instance, 
a passenger station was opened some time in 1913 ; 
it was not wholly completed, hut it was completed 
sufficiently to deal with all the flow of: passengers 
required; but the whole of the structure was not 
decorated, it was not finished, and that work had 
to be carried out in 1913. It does not mean that i 
was more remunerative because of this expenditure 
in 1913 than it was prior to 1913 and m respect of 
which it is getting its full earning power reflected 
in the 1913 revenue. I suppose in file evidence 
which you will put before us you will show us that 
this expenditure in 1913 was a further expenditure 
from which further remuneration might be expected. 
You follow the point? 

Mr. Macmillan : I see the point perfectly, and it 
is very difficult to say. It seems to me that the 
completion of ■ the work is necessarily part of the 
whole job. Let us take the particular case you put. 
Of course the public are getting admission to the 
station while there is a great deal of work still going 
on, and qua station it may serve its purpose per- 
fectly well, hiit von could not leave the station un- 
pointed or uncompleted; it would have to he com- 
pleted, and the capital expenditure which Has to be 
remunerated by receipts would he the total capital ex- 
penditure upon the completed station, and the total 
capital expenditure could therefore ‘find! its place in 
one way or the other. It is quite true that in anticipa- 
tion of the completion of the station passengers might 
resort to it and could resort to it ami use it, hut 
it would he using an imperfect work. I do not think 
therefore that you could say that the remuneration 
received m the net revenue, although the painted 
station might not yield any more than the unpainted 
station, reallv ends the matter, because the station 
has still to be completed as a permanent revenue 
earning asset. 

Mr. Jepson: Assuming he case that I put, if that, 
money had been spent on the painting or the decora- 
tion before 1913, of course there would he no extra 
claim on the cost of the painting or decoration; if 
would have been buried in the capital expenditure 
before 1913 and flic revenues of course are shown in 
the 1913 net revenue. 

Mr. Macm illan : That is so. 

Mr. Jepson: That is the criticism that passed 

through my mind, and one only wanted to get it 
clear. I did not want a point in my mind like that 
left without letting you have the opportunity of 
disposing of it, as I have no doubt it can he easily 
disposed of. 

Mr. Macmillan: I shall hear it in mind, hut of 
course if we left our ironwork unpainted the result 
would he disastrous; the work is incomplete work, 
although able to yield revenue. There is the other 
point, of course, that it would not continue to yield 
revenue because it would soon fall into disrepair and 
passengers would not go to it. So far as maintain- 
able revenue is concerned, therefore, it would have 
to be a completed work; you could not always ask 
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the passengers to appear at a station where they fell 
over mortar and timbers. 

I was just going to say on this part that the two 
other things, as yon will see, are not affected at all. 
That appears from the Minister’s table. In the 
Great Western and the Southern Railway in both 
those compartments, that is to say, the compart- 
ments applicable to works costing £25.000 and over, 
and the compartments applicable to works costing 
less than £25,000, the Minister has no adjustment 
to suggest. What T propose for your approval is to 
bring the other two Companies into line by adjust- 
ing the figures to which the Minister has drawn 
attention which are out of line with the system 
applied by the Great Western and the Southern 
Railways. The London. Midland and Scottish Rail- 
way is affected in the first compartment, and the 
London and North Eastern and the London. Midland 
and Scottish are really both affected in the second 
compartment. That really disposes of the first three 
paragraphs of Article 4 of the Minister’s report. 
The Minister puts it a little differently from the way 
in which I put it, hut the result, however, is exactly 
the same. Then perhaps Mr. Hurcomh would say 
whether I have stated it accurately. 

Mr. Hurcomh : Subject to the point Mr. Jepson 
has in mind, I agree. 

Mr. Macmillan : I think it would be convenient if 
Mr. Hureomb would tell us any point I have omitted 
in our statement, because I want to be accurate. 

Mr. ■ Jepson : Yes. as we go along. 

Mr. Hureomb : If 1 may try to make clear what 
the Minister’s report endeavours to do. we took the 
heading “ not claimed under section 58 (1) (6)” 
“claimed under section 58 (1) (b) ” and so on. 
across this appendix ns being the most neutral form 
of words which occurred to us without endeavouring 
to prejudge what ought to have been done, or of 
course suggesting the reasons why what has been 
done lias in fact been done. In the note it is true 
the word “ omission ” is employed but only in rela- 
tion to certain items where on the mere score of 
consistency it would appear that if the company 
concerned had been completely consistent that Item 
would have been included in the preceding column. 

Mr. .Jepson: -I do not quite follow that. Your 
note “omission in original figure” relates to the 
£32,238 of the London and North Eastern. 

Mr. Hureomb : Yes. 

Mr. Jepson : That apparently was an omission which 
was found out- by Mr. Quirev, and he put it right in 
his reconciliation statement. 

Mr. Hurcnmb : Yes, but we do not refer to that as 
an omission, that is a different note. 

Mr. Jepson : They are both in my copy marked so. 

Mr. Hureomb: I beg your pardon, they should 

he separately denoted. I think if you will look. Sir. 
they are. There is one sign against tlie item of 
London, Midland and Scottish, and a different sign 
against the other two items. 

Mr. Jepson: Yes, but is not the foot note “ omis- 
sion in original figure appearing in J.Q. 4 
amended ” ? 

Mr. Hureomb : That is so, and my point is simply 
that that figure would have been included in the 
preceding column if the company had been quite 
consistent. In the other case the reason is stated by 
the company for what they have done. On the ques- 
tion which has been just argued before the Tribunal, 
ns I understand it, it is argued that expenditure 
charged after the 1st January, 1913, is expenditure 
incurred. 

President: Was in fact made. 

Mr. Macmillan: Made, the actual date of pay- 
ment. 

Mr. Hureomb : Although the work may have been 
in earning wholly or partly in 1913, and that is the 
point which Mr. Jepson has raised. That appears 
to he a question of construction which as Mr. Mac- 
millan suggests it is for the Tribunal to settle. Of 
course, the expenditure concerned here may consist of 
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different items. We have not completely analysed 
it. Some of it may be expenditure for painting the 
station, which had been left unpainted, some of it 
may be delayed debits of one sort and another, and 
I understand that those still come within Mr. Mac- 
millan’s argument. The only point which would 
seem, to arise is the olid, jjoint really ,of double 
remuneration, which I think the Tribunal has fully 
in mind, and to which Mr. Jepson has drawn atten- 
tion. Otherwise I think I agree that the point of 
the Minister’s report lias been very fairly treated by 
Mr. Macmillan. I have nothing to suggest to the 
Tribunal upon it. 

Mr. Jepson : We know that during the period of 
Government control interest was allowed to the 
Railway Companies on expenditure made and 

works which were brought into operation prior to 
1913. 

Mr. Hurcomh : No. 

Mr. Jepson : Under the agreement, were they not? 

Mr. Hurcomh : No. not the works brought into 
operation prior to 1913 

Mr. Jepson : Was the variation then expenditure 
which had been made prior to 1913, but the works 
in respect of which the expenditure was made were 
not brought into operation until 1913. 

Mr. Hurcomh : If the works were brought into use 
subsequently to 1913, the 1st January, then we 
allowed it. 

Mr. Jepson : You allow interest on the capital 
which was expended before 1913, because that expen- 
diture would not be reflected in the 1913 revenue. 

Mr. Hureomb: That is so. 

Mr. Macmillan : I should like to say in answer to 
what has fallen from Mr. Hureomb that T hope 
nothing that I have said will leave the impression that 
the Minister was judging this question. I assumed he 
had been merely applying bis mind to seeing whether 
there was any overlapping as between one figure and 
another, and neither he nor I was attempting to 
usurp the functions of the Tribunal. T am quite sure 
Mr. Hureomb does not express his approval rather of 
one method than another, and does not wish any 
inference to be drawn from the word “ omission ” 
which rather seems to suggest that something ought 
to have been included. I think I have appreciated 
the point. I was not using his report in any way as 
being an approval of the methods adopted, it is 
rather a criticism of whether those methods have 
been adopted with unanimity throughout assuming 
those methods to be sound methods. It is for you, Sir, 
and your coll agues to consider whether you can put 
your imprimatur upon that. 

President: I should like to know, assuming these 
modifications were carried out such as you have sug- 
gested in your exposition this morning, would Mr. 
Hurcomh he satisfied on the part of the department 
on the question of overlapping. 

Mr. Macmillan: I think he must be, because arith- 
metically again effect would he given to his report in 
this respect, that there would he a uniform method 
adopted by the four companies and. the compartments 
would be mutually exclusive. Whether the contents 
of the compartments would be such as he would 
approve, or not is not his affair or my affair; it id the 
affair of the Tribunal. 

President, : 'On the question of the overlapping. 

Mr. Macmillan: Yes, that is so. I think that 'is 
right. 

Mr. Hureomb : Yes, I think I agree that, that the 
figures are accurate. If you shift a figure from one 
column to another having determined the point of 
construction the figures that result will still he sound 
figures for the Tribunal to adopt. 

Mr. Macmillan : And mutually exclusive, shall we 
say ? 

Mr. Hurcomh: Yes, I think that is so. 

Mr. Maximilian: It comes in the end to this very 
simple operation, shift and delete these two things 
and there is an end of the matter. Then T pass to 
the next paragraph. 
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President : Is that founded on the interpretation 
that expenditure is incurred when expenditure is 
made ? 

Mr. Macmillan : It is partly founded upon that. I 
need not in that view read the first three paragraphs 
of Article 4 of the letter because I have dealt with it, 
though as I say in a slightly different form, in a 
manner which is satisfactory to the Minister as being 
an accurate exposition. The fourth sub-paragraph 
on the top of page 2 relates to a different matter. 
The Minister there states : “ The London and North 
Eastern Company has reduced the figure under this 
head by amounts written out of Capital subsequently 
to 1st J anuary, 1913, in respect of works actually dis- 
placed (and therefore out of use) prior to that date. 
This has the effect of not giving credit in the Claim 
under section 58 (1) ( b ) for such displacements, but 
upon this basis it is found that the amount of the 
credit should be increased by £2,012.” If you will 
be good enough to look at page 400 we are still dealing 
with this deduction, “ expenditure in 1913 or later 
upon works brought into use prior to 1913 ”, and, of 
course, if you deduct from a deduction you increase 
the sum from which you are making the original 
deduction. What has happened is that the London 
and North Eastern Company have in effect not given 
credit for works actually displaced since the 1st 
January, 1913, for they have reduced this deduction, 
that is to say, the £232,874 by displacement to the 
extent of £7,974, and they have not carried it out 
logically to its full extent. They should have deducted 
from the deduction £2,012 more, which has the effect 
of increasing the other figure. None of the other Com- 
panies do this, and it is undeniable, I think, that the 
proper course is to make no deduction from the deduc- 
tion in respect of the displacements, and so to give 
credit in (b) for all such displacements. Accordingly 
The London and North Eastern Railway claim under 
(b) should be reduced by £7,974 and credit in that 
way given for works actually displaced since 1913. 

Mr. J epson: That would actually reduce the 

amount of the North Eastern Company’s claim under 
(&)• 

Mr. Macmillan: Yes, to that extent. 

Mr. J epson: Although in this reconciliation state- 
ment it would have the effect, of course, of showing 
a bigger figure not provided for at the bottom 
of the column. As I understand this recon- 
ciliation statement there is no column attached to the 
figures in this. It is simply a statement put in as a 
rough and ready way of checking that there was no 
overlapping between (a) and (6). 

Mr. Macmillan : That is so. 

Mr. Jepson : And these adjustments had to be made 
because they related to expenditure after 1913 and so 
on. All these adjustments had to be made, but there 
is no magic in this reconciliation statement, or how 
these figures are manipulated now. 

Mr. Macmillan : No. 

Mr. Jepson: We have got much closer to the bone 
than we did by the reconciliation statement. 

Mr. Macmillan : I may say what we propose to do 
finally for your satisfaction is to give effect to all the 
things I have spoken of this morning in a finally 
amended reconciliation table. 

Mr. J epson : And at the bottom therefore we ought 
to have nothing; the things ought to balance. 

Mr. Macmillan: Yes. 

Mr. Jepson: Mr. Quirey in his reconciliation 

statement had to finish with “ Amounts expended 
and not claimed: no reason given.” 

Mr. Macmillan: There will be a certain amount of 
that, because you will remember there were items 
included in (a) which we do not include in (b) ; we 
dropped a certain number of items. We shall not 
Have a complete reconciliation hut a reconciliation 
which will take into account all the adjusted figures. 
On this point the Minister points out thatthe London 
and North Eastern have adopted a certain course 
but they have not adopted it logically. Logically, 
if they had carried it out they should have deducted 
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£2,012 more. I submit that they should have 
adopted another course, not the course which is 
criticised, but the course of giving full credit for all 
displacements written out of capital account. So 
that the position is rather this, that instead of pur- 
suing our mistaken course further by making a 
further deduction of £2,012 we ought in point of 
fact to reduce our total claim under (b) by £7,974, 
and that is the result of bringing the London and 
North Eastern into line with all the other com- 
panies and giving full credit. The Minister’s 
criticism is again one on the consistency of what the 
London, and North Eastern have done. He says 
what they have done has the effect of not giving 
a credit for such assessments, but he says if that 
is the proper thing to do, not to give credit, still 
you have enhanced the figure by £2,012 more. He 
does not in any way give his approval to that course. 
I submit that that was not a right course on the 
part of the London and North Eastern and that 
instead of going further wrong to the extent of 
£2,012 they ought not to deduct anything in the 
nature of displacement and that they ought to deduct 
from (b) the actual figure. 

Mr. Jepson: -Of course, it is only a small thing 
but at the same time as you say it is desirable to 
have everything quite correct as far as we can get 
it and one would like to know why there has been 
this difference of treatment on the part of the 
London and North Eastern. They have credited 
£2,000 and they have not credited the £7,974. 
There must have been some reason, unless it was a 
pure error, for excluding the credit of 7,974 when 
they were crediting £2,012 under apparently similar 
circumstances. 

Mr. Macmillan: I do not personally know the 

reason and you may remember that when I started 
on this course of exposition I said I was going to 
call a witness who would clear up points of this 
sort which will arise ill the course of my discussion. 
There will be a numbeT of little points such as the one 
which you raised a moment ago upon which Mr. 
Quirey may throw light. There are many points 
upon which I could not by anticipation be in- 
structed. Any practical points arising of that sort 
I thought you might be good enough to wait for 
until Me. Quirey’s evidence. We may note the 
points as we go along upon which you would like an 
explanation from the accountant. I am told it is 
a little involved, but it can be explained quite easily. 

President : Before we pass to another point would 
you tell us, Mr. Hurcomb, whether the method which 
is suggested of dealing with this item is one which 
satisfies you? 

Mr. Hurcomb : As I explained, and I think is 
agreed, it is not for the Minister as to what he 
thinks ought to be done; but I agree entirely with 
the wa.y in which the point has been explained. 

President: Assuming that it is being done, you 
being asked on the question of reconciliation, will 
you he satisfied that the figures will be better dealt 
with from that point of view? 

Mr. Hurcomb : !I agree that the facts will then 
be consistent and tbe figures will be correct on that 
basis. 

Mr. Jepson : And if tbe £7,974 bad been credited 
concurrently as well as the £2,012 you would not 
have raised any objection and you would not have 
had to call attention to any inconsistency on the 
part of the London and North Eastern. 

Mr. Hurcomb : Quite so. 

Mr. Macmillan : That disposes of the whole of 
that point quite satisfactorily. You may remember 
we have just made an addition to the London and 
North Eastern, paragraph (b), of £164,517. This 
deduction of £7,974 has to he made, and I am just 
carrying the calculation along as we go. It results, 
therefore, in a net addition to (b) in the case of the 
London and North Eastern of £156,543. I now pass 
to the next topic with which the Minister deals : “ To 
facilitate any adjustment in the Companies’ claims 
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which may be necessary when the Tribunal has given 
its decision on the points arising under paragraph 4 of 
this letter, the amounts involved have as already 
explained been agreed with the Companies, and are 
set out in Appendix A. 6 . For the purposes of the 
reconciliation statement it is necessary to deduct from 
the amount of the claim under Section 58 (1) (a) 
expenditure prior to 1913 on works brought into use 
after the 1st January, 1913 I want to say a word 
upon that before I come to the detail with which the 
Minister follows up his observation. You will recall. 
Sir, that the principle upon which our account under 
(a) was compiled depended entirely on the system 
pursued by the Government. The criterion was what 
was the sum upon which the Government was paying 
compensation interest at the termination of the period 
of control. The system was to allow interest on 
capital expenditure on works above the line brought 
into use since the 1st January, 1913. The whole 
point that arises here may be stated very shortly. 
When the Government control started, or, rather, for 
this purpose, at the 1st January, 1913, there were 
certain things which were below the line. Of those 
the Government took no cognisance as their com- 
pensation was conditioned by the revenues arising 
above the line. But in the course of the period of 
control certain items passed from below the line 
above the line, that is to say, certain things came 
into the compartment where the Government’s com- 
pensation arrangements applied and 3 -ou had therefore 
to deal with that position. The question is, what was 
the proper method upon which to proceed. Works 
brought into use after the 1st January, 1913, and 
finding a place above the line were works represented, 
as regards their capital expenditure, by the Govern- 
ment compensation, because the Government had 
guaranteed the revenue of 1913; and then as a work 
came in above the line the expenditure upon it quali- 
fied under the system of Government compensation 
for remuneration because it was now an above the line 
item. But what was to be done with regard to the 
position below the line, because below the line the 
item ought properly of course to disappear, and if 
you are to avoid any double remuneration it was 
necessary to devise some way of dealing with those 
works which passed from below the line above the 
line in the course of the period of control. Some 
of the expenditure on works below the line had heen 
incurred before the 1st January, 1913, and appeared 
below' the line. But such a work on which there had 
heen such expenditure might in the course of the 
period of control find itself shifted into the compart- 
ment above the line where it would qualify for 
remuneration or compensation under the Government 
system. When that work was brought into use in 
the period of control the capital expenditure was 
transferred above the line, but having been expended 
before the 1st January, 1913, it was presumably 
being remunerated in the net revenue for 1913, and 
where there has been such a transfer there is a 
possible element of double remuneration because that 
expenditure might find remuneration: first of iajl 
through net revenue because it was expenditure before 
the 1st January. 1913, and yielded revenue, and 
therefore you tvould get it in net revenue of 1913 
and find its remuneration there. At the same time, 
being expenditure upon a work which is brought in 
above the line, it might receive also, and tvould 
indeed receive, 1 enumeration through the Government 
compensation scheme. It is desirable to eliminate any 
posf.’bility of any such double remuneration, and I 
am goii. g to gne you an example, because an example 
will make it clearer to you. There was an hotel known 
as the Furness Hotel, which had been built by the 
Furness Company. It had cost £38,102, and at the 
inception of the period of control it was let to a 
tenant for £300 rent. It was a below the line item, 
therefore, and it was represented at 1913 by an 
annual receipt of £300. Therefore in the net revenue 
of the- Furness Company for 1913 £300 of rent received 
from the Furness Company Hotel tenant was an 



engagement. In the course of the period of control 
the Furness Hotel was taken over by the Company 
and consequently it became an item above the line,, 
and being above the line the capital expenditure upon 
it was qualified for the 5 per cent, figure under (a), 
that is to say, it is a capital expenditure upon which 
the Government was paying compensation at the 
period of the termination of control. The question 
arises, what is the right -way to eliminate such 
possible duplication. 

Mr. Jepson: Let me understand that. I quite 

follow that in 1913 the amount showed the £300 a 
yen r rent as a receipt below the line, but during the 
period ol control do I understand you to say that it 
was taken over by the Furness Company and then 
the Government under their agreement with the 
Railway Companies treated it as though it were a 
new work brought into use in 1913 and compensated 
at 4 per eenl or 5 per cent., the £3)3,000 originally 
spent on that Furness Hotel F 

Mr. Macmillan : That is exactly it. Of course 
during the period of control, whenever it ceased to 
be tenanted by tlie £300 a year tenant, the £300 
would drop out as ,a revenue; but as we are looking 
back to 1913 and taking net revenue for 1913_as our 
starting point, the £300 is in that revenue. It would 
not be fair, would it, that that £300 should be in 
the net revenue and at the same time that the capi- 
tal expenditure on the work which had been yielding 
us that £300 should he remunerated otherwise than 
through paragraph (a), as it would he? 

Mr. Jepson-. At a very much bigger rate. 

Mr. Macmillan : At a very much bigger rate. The 
question naturally arises as to what is the best way 
to deal with that item, and various ways of dealing 
with it have been suggested. It is quite clear, I 
think, that it will not do to deduct the capital 
expenditure, in this case the £38,162 to take the 
example, from (b). It has no relation to compart- 
ment ( b ) at all, because compartment (b) contains 
only expenditure since the 1st January, 1913. and 
therefore that is not the place to find a remedy, 
because this expenditure ex hypothesi is all prior to 
the 1st January, 1913. It has no relation to (b). 
One of the Companies, I think, has tried that ex- 
pedient, but it is not a method which I think should 
commend itself. Another way to do it was to 
capitalise the £300 and deduct it from (b). Again 
I venture to think that is not ,a satisfactory way 
because it is dealing with compartment (b) in a way 
which is quite illegitimate. Compartment (b) does 
not contain any such items. The suggestion which 
we make, and which we respectfidly think wuold be 
the best one, is this, that you should take the revenue, 
the £300, and deduct it from the net revenue of 
1913 altogether. You see how that would work, Sir. 
If you find any item of that sort below the line 
yielding a particular revenue and that item has 
passed above tbe line during the period of control, 
then in taking your net revenue for 1913 put your 
pen through that figure altogether and let us get 
our remuneration for our capital expenditure, the 
£38,162 in this case, on what is really the more 
permanent basis of the thing, that is to say, as an 
integral part of the undertaking remunerated on the 
basis of the Government compensation scheme. Our 
proposal accordingly is this, that with regard to all 
such items where we find a revenue in 1913 applic- 
able to an item transferred during tbe period of con- 
trol into tbe category of works brought into use 
since the 1st January, 1913, we should simply delete 
from the net revenue of 1913 all such items. In 
that way we shaTl avoid in tlie neatest and cleanest 
way any duplication. It is a very small matter, in- 
deed, but it is satisfactory to be able to deal with 
it in what I think is an accurate way. 

President : Suppose you relet it again at £300 a 
year, what happens? 

Mr. Macmillan: I am assured that it would not 
have any effect at all upon future revenue. Again 
we note that as one of the matters which Mr. Quirey 
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ean deal with. It seems to present no difficulty, but 
I am not going to say so, if I may be excused from 
doing so. 

Mr. Jepson : it does suggest itself that if you did 
that you would get double remuneration. 1 do not 
express an opinion, but offhand it does seem to. me 
that tlie proper way to deal with item 1, the £300 
in 1913 is tc strike it out. But if it was on some 
future occasion let again at £300 or £500 a year 
that £300 or £500 would be coming into revenue. 

Mr. Locket : Below the line. 

Mr. Jepson : Well, it would be coming into revenue, 
and to that extent it would be reducing the amount 
which would have to be found by the trader for rates. 

Mr. Macmillan : I think, Sir, you have found the 
answer yourself. If so there is no grievance result- 
ing because it is a contribution to revenue reducing 
the amount to be found by the trader. 

Mr. J epson : I think that is so. 

Mi'. Macmillan : Another test might be to take 

the rent going down. Supposing a -reduced rent was 
received, what then P 

Mr. J cpson : You have still your figure in the 
addition under (a). Anything that you can get in 
addition which reduces the burden upon the trader, 
whether it is £100 or £500 a year, is an advantage. 
1 may be absolutely wrong, but it seems to me in 
the first instance that that is the case, although as a 
matter ol fa-ci . from the point of view of the Railway 
Company, you would he getting revenue twice. 

Mr. Macmillan : Yes, but not to the detriment of 
the trader. 

Mr. -Jepson : No, I do not think you would be get- 
ting revenue twice, because that amount of (a) is 
only to find the revenue which you are going to get 
from the traders. 

Mr. Macmillan : It is only a criterion after all. 

Mr. Jepson: That is all. It is a standard up to 
which you are to raise money. If you are going to 
raise money in any other way it is in relief of that 
standard, is it not? 

President : Perhaps yon would rather Mr. Quirey 
answered that. 

Mr. Macmillan: I should, -Sir. I should add that 
after all the figures we are dealing with are very, 
very small in amount. The transactions of that charac- 
ter. were not many-. It comes to this, that we 
should reduce the net revenue for 1913 in the case 
of the London and North Eastern by £1,979, the 
London Midland and Scottish by £2,974, the Great 
Western Railway Company by £4, and the Southern 
Ralway Company by £793, in all £5,750 to be struck 
out of net levenue for 1913. The matter is quite 
inappreciable, but still there it is. That deduction 
having been made from net revenue for 1913 we 
respectfully commend that method to the Tribunal as 
the method for avoiding any duplicaton arising from 
the transfer of items from below the line to above the 
line during the course of the period of control. One 
may just add this, Sir, that on a literal interpretation 
of the Statute we would be entitled to both. Again, 
as you will have noted on several occasions, the Rail- 
way Companies do not always adhere to the absolute 
letter of the Statute in these matters where it has 
been made manifest that there was a dJanger of 
duplication, or an 'actual duplication. That has 
arisen, as you will have noticed, once or twice in the 
course of the proceedings. In this matter the Southern 
Railway has given a capital credit under (b) for 
£14,823. If should not have done so ; that was a 
mistaken method of dealing with it. It dealt with 
those items to that extent under (b). The result is 
that the Southern Railway ought to add hack to (b) 
£14,823. If the Southern Railway method had been 
the right one it should have given capital credit 
under (b) not for £14,823 but for £14,823 and an 
additional £16,142. But that method we venture 
to think is not the correct way of dealing with it, 
and therefore in order to bring the Companies again 
into- line it is proposed that there should be a redac- 
tion from net revenue in the case of each Company of 
the figure which the Minister sets out in his observa- 



tions, and a correction of tire Southern Railway’s 
paragraph (6) by writing hack a sum of £14,823. I 
will just read the text of the Minister’s article on this 
point, paragraph G : “ For the purposes of the recon- 
ciliation itatement it is necessary to deduct from 
the amount of the claim under Section 58 (1) (a) 
expenditure prior to 1913 on works brought into use 
after the 1st January, 1913. Three of the amal 
gamated companies (London and North Eastern, 
London, Midland and Scottish, and Great Western 
Railways) have included in this figure all items of 
land or property vdiieh were purchased or constructed 
prior to the 1st January, 1913, and upon transfer 
subsequently from ‘beloiv’ to ‘ abov’e-i ,fli.e .line 
purposes -were admitted as ranking for interest under 
tbe Railway agreements. The Southern 'Company 
has proceeded on the basis of not including such 
items in this, figure, w T ith the effect that credit is 
given for them in the claim made by that Company 
under Section 58 (1) (b) to the extent of £14,823, but 
has inadvertently left in the claim a further sum of 
£16,142 composed of similar items.” On the prin- 
ciple, therefore, of the Southern Railway Company 
there should have been a deduction of £30,964. But 
ive submit that the -Southern Railway Company 
should not have deducted anything, and that the 
£14,823 should be restored and credit given in net 
revenue o-f the Southern Railway Company as in the 
case of the other Companies for the revenue entry 
beloiv the line in January, 1913. “Figures have been 
agreed with the other Group Companies ” — — 

Mr. Jepson : Do I understand that to mean that 
you think the proper course -would be as in tbe 
Furness case, that as these figures come in above the 
line now and are subject to Government compensa- 
tion, that the net revenue for 1917 ought to be subject 
to a full deduction of that £30,000? 

Mr. Macmillan: Not of £30,000. The £30,000 is 
capital— -of ivhat was being received in respect of that 
item in 1913. A very good example is this : Land is 
bought by a Railway -Company with a view to some 
subsequent work being placed upon it. The land 
meantime may be let for one purpose or another 
pending its utilisation for the Railway Company. 
There would apapear in 1913 the rents received for 
that l-and. A work is created upon that land. That 
work is brought into use during the period of control. 
It at once qualifies for Government compensation, 
and gets Government compensation, and it comes into 
our 5 per cent, in paragraph 8. But the same capital 
expenditure so far as land is concerned -was in 1913 
receiving some remuneration in the shape of rents. 

Therefore it would be receiving remuneration both 
in net revenue in respect of the rents earned in 1913 
and in remuneration in respect of the 5 per cent, in 
paragraph: 8. That is the point which has to be equit- 
ably eliminated by some expedient. Although, as I 
say, tbe Statute in law-- would have given us probably 
both, it is not -desirable that there should be any 
inequity of that sort left over at the end of the day. 
The figures have been agreed, as tbe Minister points 
out, for the other Group Companies at the figures 
mentioned. “ Attention was drawn to this matter 
in paragraph 2 (i ii ) of the Ministry's letter of the 
20th of November, 1923, which ran as follows : — As the 
arrangements under which interest was allowed were 
confined to the first seven, or ‘ above the line,’ items 
of the Statutory Account No. 8, the capital expendi- 
ture for the purposes of Section 58 (1) (a) is also 
restricted to the ‘ above the line ’ accounts. In a 
few cases claims for interest were based on the transfer 
of property from use ‘ below the line ’ to use ‘ above 
the line.’ The cost of such works is included in the 
expenditure as defined for the purposes of (o.\ of 
tlie sub-section, and it is for consideration whether 
credits should he given in respect of these- works in 
the base figures for tbe purposes of (b), under which 
the Companies claim allowances in respect o-f ‘ below 
the line. ’ capital expenditure.” The answer is, with 
great respect, that ( b ) is not the proper department 
to deal with, this, it being expenditure prior to the 
1st January, 1913, and therefore (b) is not logically 
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the place to find release. “ Items of this nature are 
analogous, in their effect upon standard revenue, to 
capitalised value of rent charges (see paragraph 9) and 
decision appears to be required as to whether such 
credits are to be given or not. In so far as such 
lands and property were earning revenue iii 1913 the 
rents are included in the annual net revenue of that 
year, and the amounts included in the net revenue of 
1913 in respect of such lands and property have been 
agreed,” and then come the four figures I gave. 
“ The figures for the London, Midland and Scottish 
and Southern Railways are partly estimated in the 
absence of full records, but the estimates appear to 
absence of full records, but the estimates appear to be 
reasonable.” My submission, therefore, is that the pro- 
per course to pursue here to avoid possibility of dupli- 
cation is to deduct those four sums from the net 
revenues of these four companies in 1913. Now I pass to 
paragraph 7, and here we are dealing with the item on 
page 400 just below the one I have been discussing, 
“ adjustment at date of vesting effecting section 5S 
(1) ( b )”. There there is shown for the London and 
North Eastern a sum of £436, .808, and no figure for 
the other three companies. I do not know whether 
it is necessary to deal in any great detail -with this 
matter because we accept what is, I think, the view 
of the Minister upon this matter as to the correct 
method of compilation, namely, that the sums shown 
on page 3 of the Minister’s observations of £37,861 
London, Midland and Scottish, £3,122 Southern, and 
£139,470 Great Western, ought to be entered in the 
case of those three other companies in the same way 
as the £4,360 is entered in the case of the London 
and North Eastern. We accept that criticism, and we 
propose for these figures to he entered on that line- 
in the reconciliation statement in the same way as 
the £436,000 has been entered for the London and 
North Eastern. 1 will just read what the Minister 
says : “At the date of vesting the four amalgamated 
companies made various adjustments (known as ‘ vest- 
ing entries ’) in the capital expenditure .of the con- 
stituent and subsidiary companies. The three group 
companies other than the Great Western Company 
ignored these vesting entries when compiling their 
original claims under Section 58 (1) ( b ). The Tribunal 
were acquainted with this fact and in their decisions 
of the 31st July, 1921, directed that the Great 
Western Company’s claim should he adjusted by the 
elimination oi the credits which the Company had 
given in respect of adjustments made in their Capital 
Account upon amalgamation which were merely book- 
keeping entries. In the reconciliation statement 
under review the Great Western Company has ex- 
cluded the verting entries from its claim under Section 
58 (1) (b). The London and North Eastern Company 
has included as a special item in the reconciliation 
statement anti deducted from its claim under Section 
58 (1) ( b ) a sum of £436,808 in respect of certain of 
the vesting entries mentioned above. It was ex- 
plained to the Tribunal during the proceedings of 
the fifteenth day (see Q. 5389/5392) that this 
deduction was in respect of two classes of 
vesting entries — (1) actual credits to capital expendi- 
ture as distinct from bookkeeping entries and (2) 
securities held by constituent companies transferred 
at the date of vesting to the balance sheet and sub- 
sequently sold. There are items of a similar nature 
in the vesting entries of the London, Midland and 
Scottish, Great Western and Southern Railway Com- 
panies, but in no case has credit been given in the 
claims under Section 58 (1) (b). The attention of the 
railway companies has been drawn to this diversity 
of practice which affects the folio-wing items,” and 
then the three items are set out. We propose that 
credit should be given for those three items in the 
case of these three companies comparable with the 
way in which the London and North Eastern is dealt 
with. The Minister proceeds : “ The method adopted 
by the London and North Eastern Company in con- 
nection with items of the nature of (2) above,” that 
is to say, securities held by constituent companies 
transferred at the date of vesting to the balance 
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sheet and subsequently sold, “ raises the following- 
point. The Tribunal has directed that vesting 
entries which are merely bookkeeping entries are to 
be ignored in compiling the claim under Sub-section 
(b). If it be held that credit should be given 
in respect of transactions under (2) at the date 
of realisation and not upon transfer from the 
capital account to the balance sheet, it would appear 
necessary to examine at subsequent review's under 
Section 59 all vesting entries not now credited, as 
being in the nature of bookkeeping entries, in order 
that account may be taken of all realisations effected 
in the interval.” Now, I have a suggestion to make 
there, Sir, which, I think, is in the interest of all 
parties. Eirst of all, w'e accept, as I have said, the 
criticism made bj' the Minister, and we propose to 
credit to (b) these three sums set out there; but w'e 
think it may he useful to go further and give a 
further credit at this stage. We should deem it 
advisable to get rid of this question altogether here 
and now, rather than to postpone it. The Minister 
is quite right in pointing out that with regard to 
investments transferred but not realised a question 
might arise at subsequent adjustments. We think 
it would be much better here and now to deal with 
all these investments and get this question out of the 
way for good and all. It does not involve anything 
very serious, because the position is that the London 
and North Eastern Railway Company has now 
no such investments ; their transferred investments 
have all been sold. In truth that is at an end. The 
London, Midland and Scottish Company has still 
two investments, one an investment of £15,000 made 
by the old London and North Eastern in the Cam- 
brian Railway and another investment of £10,000 
made by the Maryport and Carlisle Railway in the 
Maryport Harbour. £25,000 in all, therefore, repre- 
sents the amount of investments transferred from 
capital account to balance sheet, but not yet realised. 
As the Minister points out, on realisation something 
will need to be done w'itli it. We suggest that here 
and now they shoud be deducted from (b) and put 
down here, leaving over the question of their realisa- 
tion. As and when realised they will simply affect 
the balance sheet, hut will not come into question 
at all. With regard to the Southern Railway Com- 
pany, I find three existing investments. First of all, 
there was a subscription to the International Cold 
Storage Company of £45,000, there was a subscrip- 
tion to the Southampton Harbour of £25,416, and 
there was a subscription to the Sutton Harbour 
Improvement of £21,605, in all £92,021. We suggest 
in this case, also, that we should not await realisa- 
tion of those investments in order to deal with them 
in our compilation of our account, but that it would 
be more satisfactory here and now to deduct, in the 
case of the London, Midland and Scottish, £25,000 
in addition to the figure of £37,861, and in the case 
of the Southern to deduct £92,021, in addition to 
the sum of £3,102, and so conclude that chapter 
altogether, and get rid of what has always been 
rather a troublesome matter to explain and prevent 
it coming up on subsequent occasions. Perhaps at 
that stage Mr. Hurcomb might he good enough, 
before I go on to other items, to indicate whether 
the course I suggest would be open to any objection 
from his point of view as a scrutineer of our 
accounts. 

Mr. Hurcomb: I think there is only one possible 
point that can arise- there. The Minister has drawn 
attention to the question whether at a subsequent 
review of the position entries not now credited as 
being merely bookkeeping entries should not be 
dealt with. Investments have been specifically men- 
tioned. There are, I believe, a. few other items con- 
nected with these transfers from capital account to 
the balance sheet, hut probably the most convenient 
course would he if Mr. Quirey deals with those items 
in his evidence -and explains, as he no doubt will, 
whether the companies regard them as 'analogous to 
the investments or not, and if not on what grounds. 
May I go back for one moment to paragraph 7. I 
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could not hops to explain to you any more cleiarly 
than Mr. Macmillan has already done the nature of 
these transactions, and I think the Tribunal has the 
matter now clearly in its mind. You will under- 
stand that the distinction of above the line and 
below the line was absolutely vital for the purposes 
of the agreements between the Government and the 
Railway Companies', becartse it was that line that 
determined the question of the Government’s 
liability. From the point of view of the Railways 
Act the line ceases to have any relevance on the 
definition of annual net revenue which you Have 
already approved. I think I could probably clear 
the difficulty that was in Mr. Jepson’s mind about 
the hotel which was selected as a good example. If 
the credit is given in the way which is now proposed 
the position is this : The hotel has heen resumed 
into the occupation of the company and is bringing 
in a revenue, because we will presume that it is not 
being run at a loss, but it is bringing in a revenue 
which is another source of revenue. If at some sub- 
sequent date that hotel were once more let the 
recept from the hctel as a hotel managed by the 
company would cease, but the rent would take its 
place and in either case would be an element in the 
revenue of the future years. I may myself have 
fallen into error there, but that appears to mo to 
be the position. As regards the method of adjust- 
ment proposed, I understand the position of the 
companies to be this : They say they are not re- 
quired to make this abatement from their claim, but 
that as a matter of equity and to avoid the old 
question of double remuneration they are willing to 
do so. That being so they propose to make what 
they regard as an equitable concession in an equit- 
able and at the same time the most convenient 
manner. From that point of view the Minister has 
no objection to raise to the method of adjustment 
which is proposed. The Minister’s letter from which 
an extract was read, and which appears in our report, 
was, of course, written eighteen months ago. That 
was the way in which the point presented itself to 
the Minister’s mind, and I drew attention to it 
merely to make clear that the point had not been 
lost sight of even so far back as November, 192.3. 
As I have said, the Minister would desire to offer 
no objection to the method of adjustment which is 
proposed by the railway companies from the point of 
view which they offer it. 

Mr. Macmillan: I have dealt with most of the 
three questions. Now we come to a certain number 
of points of detail in paragraph 8 applicable to each 
company. “ The points of detail which have arisen 
from the application of the text check are as follows 
and are dealt with separately for each company,” 
and first comes the London and North Eastern Rail- 
way Company. The first matter dealt with is the 
Brackenhill Railway. We are concerned with an item 
at page 400 of the reconciliation statement, expendi- 
ture prior to 1913, and works brought into use after 
the 1st January, 1913. You will see that item of 
£3,696,505. The London and North Eastern Com- 
pany have brought that item into account there. 
The) first matter dealt with is the Brackenhill Light 
Railway, and that railway is in a most anomalous 
position. It was not taken over by the Govern- 
ment, and, therefore, was never qualified for com- 
pensation. At the same time expenditure to the 
amount of £26,926 had been made on it prior to the 
1st July, 1913. The curious result is therefore that 
as regards that light railway that sum of £26,926 
does not rank under (a) because it is not included in 
the expenditure upon which the Government was 
allowing interest, nor can we bring it in in (b) 
because the expenditure is prior to the 1st January, 
1913. Therefore the unhappy Brackenhill Light Rail- 
way cannot be brought in in any way that we can 
see. It was not yielding any return in 1913, and 
is therefore not represented in the net revenue of 
1913 because it had not heen brought into use. So 
that it is buffeted away from the portals of eveiy 
one of the different compartments; it will not square 



with any one of the requirements ; and yet at this 
moment it represents an expenditure of £26,926 
actually made upon it, and it is at the present time, 
of course, in operation and carrying goods and 
passengers. 

Mr. Jepson: And part of the London and North 
Eastern Railway P 

Mr. Macmillan: Yes, part of the London & North 
Eastern Railway. It is very difficult to see what to 
do with it. It is a lamb lost from the fold; and I 
am afraid all I can do with it is to slaughter it, which 
means it must be taken out of the sum of £3,696,505. 
It is in that sum at the present moment. It is a 
somewhat poignant task to have to exclude it, hut I 
cannot see where it can he got in within the four 
walls of the Statute. It will not go into any other 
compartment, therefore I am afraid I must resign it 
and withdraw it from this compartment of the case; 
I cannot put it in (6) because the Minister is right ; 
the expenditure was incurred before the 1st January, 
1913. What he says about it is this: “ This Railway 
was in course of construction before and during 1913, 
but earned no revenue in that year, as it had not been 
opened for traffic. It was not taken into possession 
of the Government and the expenditure therefore did 
not rank for interest under the Railway Agreements. 
By including an item of £26,926 in the figure 
of ‘ expenditure prior to 1913 on works brought into 
use after 1st January, 1913,’ the Company claim 
remuneration for an expenditure on this Railway 
which is not remunerated in the earnings of the base 
year, but in strictness it might perhaps be questioned 
whether an item should be deducted from the amount 
of the Claim under Section 58 (1) (a) which is not 
already included therein.” That is one comment 
upon it. 

Another comment upon it is this, that it is a 
pre-1913 expenditure and cannot get into (b). In 
that state of matters the only thing to do is to treat 
it as one of the items we cannot get into our con- 
sideration. 

Mr. J epson : What is the difficulty of getting it 
into (c), which is 1913 expenditure that has not 
fructified ? 

Mr. Macmillan: One difficulty is that we have 
already settled (c) and do not want to reopen it. 
One trouble about it is that it had not at the 
beginning of the year 1913 come into use at all. It 
had not become remunerative at ail, because it is not 
in use. There is a difficulty there. It seems to be 
a derelict in that respect. Another item to which 
the Minister calls attention is the West Dunston 
Staiths. 

Mr. J epson : Before yon leave that other item. It 
was never included in your claim under (a). 

Mr. Macmillan: No, in (6). 

Mr. Jepson: There was a suggestion that it should 
be made a deduction from (a). If it was not in (a) 
it could not be a deduction. 

Mr. Macmillan: No, that would he illogical. But 
it was put in in (b); it is in (b) at the moment, and 
out of (b) it must come, I am afraid. 

President : Is that so, Mr. Hurcomb ? 

Mr. Hurcomb : It was never in (a), but by deduct- 
ing it from (a) that has the effect of bringing it 
into (b). 

President: Under the reconciliation statement? 

Mr. Hurcomb: Yes; that is so. 

Mr. Macmillan: The answer to the wn-J.o thing 
is this. It was in (b) just now, and o5c of (b) it 
must come; because we cannot ask you, if I may say 
so, to put the seal of your imprimatur on what would 
be an illegality, because it would be an expenditure 
subsequent to 1913 and consequently you con id not be 
asked to say it was expenditure not prior to 1913. 

Mr. Hurcomb : I think it is fairly obvious from 
the Minister’s statement that the Company will have 
everyone’s sympathy, hut it is very difficult to see a 
way round the technicality. 

Mr. Macmillan : One is entitled, as one traverses 
these agreeable meadows, to notice here and there 
the company has undoubtedly to lose, through the 
stringency of the Statute, at various points, and I 
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think we are entitled to take a little credit for that. 
We are not arguing for some point where small gains 
might be made to the company. 

Now with regard to the West Dunston Staiths. 
Here we have an item rather different from the 
Brackenhill Light Railway, but also an anomalous 
one. The West Dunston Staiths were part of the 
North Eastern Railway undertaking; they were not 
brought into use during the period of control, there- 
fore they are not in (o). There had been expendi- 
ture pre-1913 upon them to the extent of £25,068. 
Being pre-19'13, you could not get it into (b); ; t 
ought not to be in (b); and although those Staiths 
are at the present moment working and are part of 
the London and North Eastern undertaking to the 
extent of £25,000 spent upon them before 1913, again 
we can find no place where we can get that inserted 
for the purpose of qualifying for remuneration. The 
total expenditure on the West Dunston Staiths was 
£54,05? ; but of that, £25.058 was pre-1913 ; and 
apparently, therefore, we can get no remuneration 
in the Standard Charges for the pre-war period of 
the expenditure on the Dunstan Staiths; although 
the traders will benefit by the revenue from those 
works which are now actually in use. But, again, 
those are excluded because of the peculiar facts of 
their history; they are excluded from the Statute — 
it is casus improvisus under the Statute — and there- 
fore I must consent to the elimination of £25,058 
from (b) in the case of the London and North 
Eastern Railway Company. 

Mr. J epson : Your remarks there would refer to 
expenditure they have made prior to the 1st of 
Januay, 1913? 

Mr. Macmillan. : Solely. 

Mr. J epson-. Any expenditure after 1913 is pro- 
perly included? 

Mr. Macmillan : That is right. But. you see, it 
was in process of being completed. . 

Mr. J epson: There is no latitude given to the 
tribunal — as the Minister has had under the railway 
agreements — to allow on the expenditure prior to 
1913 the works which were brought into operation 
during the period of control? 

Mr. Macmillan : I am afraid I cannot find the 
equivalent to that in the Statute. You simply find 
this criterion : Is the expenditure since the 1st day 
of January, or not? 

Now, this expenditure was not since the first day 
of January, therefore it falls out of (b). The works 
were not in use during the period of control, there- 
fore it is not in (a). Not being in (a) or in (b), we 
cannot get it in anywhere. 

Mr. J epson: It appears to be an omission of the 
Statute to provide for a particular case of this kind? 

Mr. Macmillan: Yes; that is what I suggest. It 
was impossible, except for some omniscient drafts- 
man, to contemplate every case that would arise; 
in fact. I think it is rather remarkable that go few 
things have been omitted. But, unfortunately, they 
both hit the railway companies. The amounts at the 
end of the day do not affect it a great deal. But 
it so happens that the same railway company is hit 
twice. 

President: It is being given a first-class funeral. 

Mr. Macmillan: However, when I pass to the next 
item I find a little consolation— the Watford Exten- 
sion Line. Now, upon that the matter is very 
simple. The London and North Eastern Company 
erroneously treated the Watford Extension Line as 
a “ J ’’ Joint Line. It should not have been done. 
So the result is that you must add to (b) in their 
case £30,681, and that is the whole matter. It is 
just a pure mistake. There is nothing in that worth 
delaying over. So that we get a little consolation 
there by the addition of £30,681 to the London and 
North Eastern. 



I pass now to the London Midland and Scottish 
Railway, at the top of page 5. There, again, I can 
be very short. The Minister has discovered an over- 
lap there which is really due, I am told, to the fact 
that our (a) claim was not complete when our (b) 
claim was made up, and the figure of £34,125, which 
the Minister is good enough to describe as an 
apparent overclaim, is, I am afraid, a real overclaim, 
and therefore must simply come out. Therefore I 
need not delay over that. 

Now, in the case of the Southern Railway, there, 
again, the Minister draws attention to an over-state- 
ment of £02,053 m respect of the enlargement of 
Waterloo Station. The difficulty about Waterloo 
Station was the apportionment of the expense; it was 
a thing going on for a long time; and the Minister 
considers that the £62,053 claimed there was an over- 
claim in respect of the enlargement of Waterloo 
Station. The Southern Company are prepared to 
give effect to the Minister’s criticism, and will give 
credit for the £62,053 as an overlap. 

Lastly, I come to the Great Western Railway Com- 
pany. The Minister draws attention to the Fishguard 
and Rosslare Railway Company. That has been fully 
argued before you already, and awaits your decision ; 
therefore I need say nothing more upon it. 

The ninth article of the Minister’s observations 
relates to the capitalised value of rent charges and 
feu duties. You will recollect that was also fully 
discussed, and you now have the agreed figures which 
enable you to translate your decision, or your con- 
firmation of the suggestion we made, into actual 
figures. 

I am afraid I have detained you very long over 
the observations of the Minister, but I thought it 
would be better to go through them step by step, 
because without some oral explanation it is difficult 
to follow them. I found them a little difficult until 
I came close up to them. What I propose to do, 
subject to your .approval, is, having given those 
explanations, to ask Mr. Quirey to go into the box — 
there have been some points which have arisen in 
my attempted 'exposition, and I would ask that he 
should give his explanation's upon those and satisfy 
the Tribunal as to the propriety of the method which 
has been pursued. After all, it is our duty to satisfy 
you upon these matters. 

I ma3' say that the net result of the whole of these 
alterations, if you are good enough to approve the 
method I have proceeded upon, will be this. We 
shall reduce the net revenues of the four companies 
by the figures I have given — small sums amounting 
to just over £5,000 — .which will come off the 
aggregate net revenue of the four companies. Then 
on (b), where all the other adjustments will take 
place, there will be additions and deductions, and 
the net result will be- a reduction of £124,307. That 
is to say, the whole of these corrections .and adjust- 
ments would represent only 0-9 per cent, of the 
figures already before you; so that the corrections 
would probably be inappreciable in any rate that 
could he devised. 

If you approve of this course, and taking cog- 
nisance here and now of investments which have 
been transferred to balance sheet but not yet 
realised — if you approve of our suggestion of dealing 
with them here and now, that w ; ll involve a further 
deduction from (b) of £25,000 in the case of the 
London, Midland and Scottish, and of £92,021 in 
the case of the Southern Company — or £117,021 in 
all. Therefore you have the net result on the whole 
of these observations and criticisms translated into 
figures, if you are ipleased to approve of the way 
in which we have met the Minister’s observations 
and corrected our accounts. 

I will now ask Mr. Quirey to afford any explana- 
tions which may be desirable in evidence. 



Mr. John Quirey, recalled. 

Further examined by Mr. Macmillan. 

5585. Upon the receipt of the return of the Minister at once, did you not, to a consideration of the points 

of date 20th May, 1925, which 1 think came into your to which the Minister draws attention? — That is so. 

hands on the following day, you addressed yourself 5586. You had, of course, compiled, first of all, the 
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original Reconciliation Statement which we find at 
page 167 of the proceedings, and then amended that 
in your “ J.Q.4 Amended,” on page 400, and all the 
observations of the Minister can be related back to 
that Reconciliation Statement? — Yes. 

5687. I do not know that we need delay very long 
over each of the points, but it may be well to take 
a word from you upon them. First of all, with regard 
to the distinction between works of £26,000 and over, 
and works of less than £25,000, which were brought 
into use prior to 1913, but upon which expenditure 
had been made after 1913. Is it necessary to dis- 
criminate between these two categories? — Yes. We 
take into claim under paragraph (c) any expendi- 
ture in 1913, or later, upon works brought into use 
prior to 1913, if the cost were £26,000 or more; 
because paragraaph (c) provided for such an action. 

5588. In that matter the Minister has drawn 
attention to the fact that £164,517 of such expendi- 
ture is on works of less than £25,000 — ■ — ? — Yes, on 
works costing less than £25,000. 

5589. — had not been claimed for under (b)? — That 
is in the case of the London and North Eastern Com- 
pany — £164,517. 

5590. And in the case of your own company, the 
London, Midland and Scottish, £19,667? — That is so. 

5591. Is that expenditure expenditure of the same 
class as is claimed for under Section 58 (1) (b)? — Yes. 
it is expenditure incurred after the 1st of January, 
1913. 

5592. In the London and North Eastern claim 
originally, to the extent of £164,517, the claim "was 
not made.. Can you from your investigations teTl us 
how that came to be omitted from (b), where we are 
now agreed it should be? — The London and North 
Eastern construed the section to apply to all works 
brought into use prior to 1913 — that is, that they 
should eliminate from paragraph ( b ) claim expenditure 
of 1913 upon works costing less than £26,000; that 
there was no provision for making a claim in respect of 
those works. 

5593. Was the result that- they did not claim at 
all? — They could not claim the amount in paragraph 
(c) and they did not claim the amount in para- 
graph ( b ). 

5594. Rut, nevertheless, it was capital expenditure 
incurred since the first day of January, 1913, in the 
sense that it was money paid out fro-m capital 
-account by the London and North Eastern Company 
subsequent to that -date? — Yes; and charged in the 
capital expenditure account of the year 1913, or 
later. 

5695. So that if the true reading of paragraph (b) 
is that the expenditure incurred since the first day 
of January, 1913, means money -actually spent and 
carried to the debit capital expenditure account, 
then this 1 £164-, 000 should he included in (b)? — Yes, 
in the (b) claim. 

5696. -Can you tell us, with regard to the London, 
Midland and Scottish £19,567, why it was omitted 
from (&)? — That was -a pure blunder. 

5597. It is very interesting to hear you confessing 
to a blunder in public; it must he an unusual 
experience for you ? — I -am afraid there are a fair 
number of them. 

5598. But the blunder can now he corrected? — Yes. 

5599. On the other hand, with regard to works 
costing £25,0-00 and over, I must -again ask you to 
confess to -a blunder in the £17,326? — That is so. 

5600. But with regard to that you propose to drop 
it altogether rather than to carry it to (c) where it 
might find ,a home? — Yes, seeing that claim (c) is 
settled. 

5601. The net result is that, as far as the London, 
Midland and -Scottish Company is concerned, there 
is just over £25,000 alteration on (b)? — Yes, to he 
added to the ( b ) claim. 

5602. But a much more substantial sum in the 
case of the London and North Eastern Company? — 
That is so. But may I say that running with that — 
I do not know whether you are going to raise it or 
not — the London and North Eastern Company did 



not give credit for works actually displaced prior to 
1913, hut written out of capital in 1913 ox later. 
They were consistent in that respect; they did not 
claim for the expenditure after 1913 In (6), and they 
did not give credit for the displacements prior to 
1913. 

5603. These would he pure contra items but not 
necessarily -equivalent items of value? — That is so. 

5604. Mr. -Jayson: Can you in any general way 
tell us the explanation of the £164, 000 — which is 
rather a large sum — in the case of the London and 
North Eastern Company, as expenditure after 1913 
in respect of works brought into force? Is there 
any big item which hulks into this £164,000? — No, 
there is nothing very -large; it runs -over so many 
companies in the case of the London and North 
Eastern Company. I have got some particulars re- 
garding it, but there is nothing out of the way. 

5605. I suppose that at the end of 1912 there 
would be lots of work under construction, and, per- 
haps, approaching completion ; and I suppose it is 
the case with railway companies that they do not 
pay the final instalments to the contractors until the 
works have been maintained for six months, and then 
the contractors can claim a certificate. Would a large 
portion of the items refer to -cases of that kind, or 
where bills have not been rendered currently or bave 
been under inquiry and could not be satisfied until the 
earlier months of 1913, although the work was car- 
ried out in 1912? — Looking at some of these trans- 
actions I think it will he in some instances retention 
money — contractors’ retention money — -for works 
practically completed and brought into use, but that 
the final instalment is not paid to the contractor until 
a period of time has elapsed. But I think some of 
the others would he just the finishing of the work 
he the company’s own men ; some wages incurred in 
the beginning of 19-13 and some -stores issued just for 
the finishing-up purpose. 

6606. Mr. Macmillan : We are dealing with a large 
number of companies, and the aggregate result is 
an addition of a great number of different items? — 
Yes, that is so. I myself have not examined the 
items- — they were handed to me only on Saturday — 
but they are very numerous and, as a rule, small. 

5607. It is the principle with which one is really 
concerned. I wonder whether you -could shed some 
light on a. point which Mr. Jepson raised. Take the 
of a work which had been brought Into use prior 
to 1913, although in an incomplete state, and capable 
of earning revenue then, and in fact earning revenue 
at that time, which revenue would reflect itself in 
the net revenue of the company, but upon which 
there was some capital expenditure after the 1st 
January, 1913, by wny of what you describe as 
“ finishing touches.” Of course, it must be a work 
of less than £25,000 to be brought into ( b ). If 
-brought into (b) is there any risk of a double re- 
muneration in respect of it being remunerated both 
through the sides of net revenue and through the 
sides of (5) ? — The work was, of course, in operation 
for the whole of the year 1913 ; it was probably 
brought into use towards the end of 1912, but the 
expenditure claimed under (b) — that is, the amount 
charged to capital in 1913 — is very small. There 
would be an earning from the work certainly in 
1913, from the whole, hut it would be an incomplete 
earning. 

5608. You need to assume, of course, that the work 
costing less than £25,000 was represented to the full 
extent of the capital expenditure upon it in the 
earnings which it was making in 1913, would you 
not, before you could get an overlap ? — Yes ; you 
would have to assume that it was fully remunerative 
in the year 1913. 

6609. Because being a work under £25,000 it does 
not come into the category of works the remunera- 
tion of which may be assisted under (c) ? — That is so. 

Mr. Macmillan : Therefore the figure, I think, 
would require to he a case in which the whole capital 
expenditure pre-1913 and posf-1913 was being ade- 
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quately remunerated in tlie return jwe-1913 or in 
1913 — earning net revenue. Is that the point? 

5610. Mr. J epson : The only point in my mind was 
this, that if the work referred to were earning its 
full remuneration, and it was reflected in 1913, as 
you say, you could get nothing under (c) because it 
was not a £25,000 work. The capital which was 
expended after 1913 would properly' come into (b), 
no doubt, unless for some reason or other the capital 
expended in 1913 were not remunerative — could not 
be said to be additionally remunerative or likely to 
enhance the value of the undertaking. But sup- 
posing tlie work without the expenditure of the year 
1913 were fully remunerative? — If the work without 
the expenditure of 1913 were fully remunerative in 
that year, then in so far as we claim under (b) for 
expenditure in 1913, or later, we do get a duplicate 
allowance. 

5611. Mr. Macmillan : That may well be set off 
against the illustrations I have given to-day, and on 
other occasions, of the way in which the Statute 
injures the railway companies? — Yes, it would be a 
set-off. Of course, the works are not as a rule fully 
remunerative at once. 

5612. Any cases where there may be any risk of 
such double remuneration would be few and far 
between and small in amount, I take it? — Yes, I am 
quite certain that is so. 

Mr. J epson: I am quite satisfied. 

5013. Mr.. Macmillan: If you please. (To the 

Witness) : Now as regards the other compartment of 
Appendix 8 to the Minister’s observations dealing 
with works actually displaced prior to 1913 and not 
written out of capital until subsequent to January, 
1913. As you have pointed out, the London and 
North Eastern Company were more or less logical in 
their treatment of the two items — that is to say, 
works costing less than £25,000 not claimed, and not 
giving a credit for displacements? — Yes, that it so. 

5614. But in both respects is it proposed now to 
bring the London and North Eastern Company into 
line with the other companies? — That is our desire. 

5615. That involves carrying to the credit of ( b ) 
£164,517, and to the debit of (b) £7,974? — The other 
way about. 

5616. Yes, you are right — to acid £164,517 to ( b ) 
and to deduct £7,974 from (&)? — Yes. 

5617. That is the net result there? — Yes. 

5018. A question was asked_, I remember, as to 
why the £7,974 had been omitted to be given credit 
for by the London and North Eastern Company. 
Have you ascertained about that? — For the very 
same reason that they did not claim for the £164,000. 

6619. May we now pass to the matter of expendi- 
ture pre-1913 on items below-the-line transferred 
during the period of control to above-the-line ? You 
have appreciated, I think, and, indeed, have always 
had in view, the difficulty with regard to such items ; 
they passed from one category to another during the 
period of control? — Yes. Attention was drawn to it 
•by the Minister in 1923. 

5620. And has been before you for a long time? — 
Yes. 

5621. I ventured to say to the Tribunal that various 
methods had been suggested for getting over the 
possibility of overlap? — That is so. 

5622. On full consideration, have you come to the 
conclusion that the best method is to strike out 
from the net revenue of 1913 the revenue in 1913 
which was applicable to any of those works the capital 
expenditure on which was transferred during the 
period of Control to above-the-line and so qualify 
for allowance from the Government? — Ve think the 
proposal is fair and the most convenient method. 

5623. The methods of dealing with it through 
paragraph ( b ) do not seem very logical, do they? — 
They do not commend themselves to me. 

5624. Tlie net result, then, is to carry tlie com- 
paratively small sum to the debit of the net revenue 
— the sums mentioned in the Minister’s observations : 
£1,979 for the London and North Eastern Railway, 
£2,974 for the London, Midland and Scottish Com- 



pany, only £4 for the Great Western Company, and 
£793 for the Southern Company, altogether £5,750. 
Of course, consequentially the Southern Railway 
Company’s well-intentioned effort to meet the matter 
by giving credit under ( b ) for £14,923 must be 
corrected? — Yes. 

6625. And be brought back into the Southern Rail- 
way account (b)? — Yes, added toi the claim for (b). 

5626. Then the 7th paragraph of the Minister’s 
Report deals with the London and North Eastern 
Company’s item of £436,808 and points out that the 
other railway companies have not given credit in the 
same way in respect of “ vesting entries.” I think 
we need not delay over that because, I take it, no 
question has arisen, and it is proposed at once to 
give by way of credit the figures mentioned in the 
Minister’s observations? — Yes, at page 3. Those 
really were not “ vesting entries,” they were entries 
which ought to have been taken out of the capital 
expenditure claim. 

5627. Therefore, without more ado, we propose to 
do so as the London and North Eastern Company has 
done, and thus bring ourselves into line with them? 
—Yes. 

5623. But there is a point with regard to the in- 
vestments carried to balance-sheet and not realised, 
upon which, I think, we might have a word from 
you. I understand there are no such investments 
now in the case of the London and North Eastern 
Company? — That is so 

5629. They have all been realised? — Yes. 

5630. The same. I understand, in regard to the 
Great Western Company? — That is so, practically. 
There is a very small sum of £429, but it is so 
negligible that we say it is not in. 

5631. On the other hand, with regard to the 
London, Midland and Scottish Company, has that 
company still £25,000 of investments ? — It has 
£25,000 in the balance-sheet, representing invest- 
ments at the time of amalgamation. 

5632. They are the ones I mentioned in my 

speech? — 5 es. The old London and North Western 

Company’s contribution: to the Cambrian Company 
of £15,000. hut all the security we now hold for that 
is Great Western Stock amounting to £429; and 
there is the amount in connection with the loan to 
the Maryport Harbour Commissioners of £10,000 ; — 
making £25,000 altogether. 

5633. In the ease of the Southern Railway Com- 
pany I think there are three investments in hand 
in the balance-sheet ? — That is so. 

5634. Which investments I enumerated, and which 
amounted to £92,021 ? — That is so. 

5635. You have read the Minister’s observations 
upon those investments, and' you point out that as 
and when they are realised they would have to come 
up for consideration at subsequent fixations? — Yes. 
But I think from Mr. Hurcomb’s remark be suggests 
not only investments but all other vesting interests. 

5636. L will come to that later, but take invest- 
ments first of all. With regard to the investments, is 
it your proposal that here and now in the case of the 
London Midland and Scottish Company and the 
Southern Company those two sums of £25,000 and 
£92,021 should be dealt with as deductions? — We 
suggest that, if it will obviate the trouble at future 
revisions of examining this item, 

5637. Then Mr. Hurcomb, as you have said, raised 
a point as to whether there were any other items 
as well as investments which would have to be brought 
up for consideration at subsequent reviews. In short, 
we would not be able to get finality by dealing with 
the expenditure as proposed, but there might be other 
items. Are there any such that you know of ? — Yes ; 
the items transferred from the capital account to the 
balance sheet representing assets that were revenue- 
earning assets. I will take my own company, for 
example. There were horses and cartage plant of 
certain constituent and subsidiary companies; there 
were certain leasehold premises, and other matters, 
taken out of the capital expenditure and transferred 
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to the balance sheet. They were fully explained to 
th Court on the previous occasion and our action was 
approved. 

5638. What the Court will wish to know, I think, 
is this. If we deal with the remaining investments 
of the London Midland and Scottish and the Southern 
Companies as proposed, will there be any matters 
calling for reconsideration under this head at future 
reviews, I mean, in respect of the vesting interests 
to which you have alluded? — Yes. I think the 
Traders can reasonably ask for information regarding 
these two items that I have specified in my own case — 
horses and cartage plant and leasehold premises. 

5639. Would it be worth while here and now to 
deal with the investment part of it in order to leave 
over as little as possible for subsequent review? — I 
think, perhaps, it would; because, after all, the in- 
vestments can be realised. It is very unlikely that 
horses and cartage plant would be lost sight of; it 
will be a maintained asset. 

5640. But you would like to clear this question of 
investments out of the way here and now? — I prefer 
to do so. 

5641. Then it will be understood that it is without 
prejudice to the Minister’s point that there may be 
other vesting interests which may be proper for re- 
consideration at subsequent reviews? — That is so. 

Mr. Macmillan : That will be understood. 

5642. Mr. Jepson: Taking your own particular 

company, where you said in the year £15,000 capital 
in the Cambrian which is now represented by Great 
Western Stock of about £400, and your £10,000 loan 
to the Maryport Harbour Commissioners — does that 
mean that, although they are sold, any revenue 
which may be derived from those two investments 
will be brought into the net revenue account? — Yes. 

5643. Of course, when they are sold that will drop 
out? — Except that whatever money we realise by the 
sale of the investments will earn general interest. 

5644. They are taken out of capital now and simply 
shown in the balance-sheet as assets? — Yes. 

5645. If you sold them that would still be in the 
balance-sheet as money? — Yes ; it would be a transfer 
from one item to another. 

564.6. As a floating balance. And it might be that 
that money realised from those investments would be 
invested in some dividend-bearing or interest- 
bearing concern, and bring in a certain amount to 
the net revenue? — Yes, and all income of that nature 
will be another source of revenue and will go towards 
the reduction of the amount to be raised by rates. 
But we propose to deduct the amount from the ( b ) 
claim, and therefore not to obtain any allowance on 
that in our Standard Revenue. 

5647. Then the door is closed to the Tribunal or to 
anyone else in the future who wants to raise any 
question when the review of these rates comes up ? — 
Yes. 

5.648. Mr. Macmillan : Then there were special 

matters relating to the different companies. With 
regard to the Brackenhill Light Railway and the 
West Duns ton Star tbs, do you find it necessary 
reluctantly to recommend that the figures in question 
he deleted from the London and North Eastern 
account under (7))? — Yes. 

Cross-examined by 

Mr. M crrirna.n : For the reason given I ask leave 
to reserve the cross-examination of Mr. Quirey on 
this point. May 'I just say without prejudice that, 
as at present aclvised, 1 do not know that we shall 
have to raise -any questions at all, but I want to 
safeguard myself. May I invite Mr. Quirey, m 
arriving at that Reconciliation Statement, to direct 
his mind to this one point. There will be necessarily 
still an item for amounts not claimed. Will it be 
possible to make it perfectly plain what items are 
included in that? 

Cross-examined by 

5663.11 want to ask you one question in regard 
to the final figures. I think the. intention is to add 
£241,328 to the amount upon which you claim under 
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5649. The figures I have mentioned — that is to say, 
£26,926 for the Brackenhill Light Railway, and 
£25,038 being pre-1913 expenditure on West Dunston 
Staiths? — Yes, that is so. 

5650. On the other hand, as regards the Watford 
Extension Line, do you agree that there has been an 
error in treating this as a “ J ” Joint Line and 
£30,681 must be brought back to (6)? — Yes, that must 
be added to the ( b ) claim. 

5651. Then do you agree with the Minister’s obser- 
vation that in the case of your company there has 
been an overlap of £34,125 which must come out of 
( b ) ?— Yes. 

5652. And in the case of the Southern you are 
authorised to agree that £62,053 must come out in 
respect of expenditure on Waterloo Station? — Yes. 

5653. Have you accordingly done your best to deal 
with 'all the observations of the Minister upon your 
reconciliation statement “ J.Q. 4 Amended ” on 
page 4 of our proceedings? — Yes. 

5654. And worked out the total results? — Yes. 

5655. I think, if the Tribunal is pleased to approve 
of the course which we commend for their accept- 
ance, the net result would be — it might be interesting 
to have the figures — a deduction of £124,307? — Yes, 
from paragraph (b) claim. 

5656. But if the Tribunal approve of our deducting 
in addition the investments at present which are then 
credited to general balance-sheet but not realised, that 
would involve an additional deduction from ( b ) of 
£117,021 ? — Yes ; making a total of £241,328. 

5657. Yes. Of course, that figure, although it 
would be large in other contexts, is relatively very 
small in its. ultimate repercussion upon the rates and 
Charges to be fixed? — Yes. It presents about £12,000 
a year for the four-group companies. 

5658. Accordingly, do you now ask the Court to 
give its approval to the method in which you have 
dealt with the Minister’s observations on behalf of 
the companies, and will you ultimately be in a position 
to give us a new edition of “ J.Q. 4,” in which effect 
will be given to all these corrections and adjustments ? 
— We make an application to amend, as you have 
explained, and the reconciliation statement will be 
reproduced. 

5659. Of course, the railway companies have other 
investments besides those which they took over as a 
result of the amalgamation? — Yes. 

5660. Do you think it is desirable, in order to 
avoid any confusion in the future, when we come 
to review, or on any other occasion, to have a list 
of these particular investments that you are writing 
off altogether? — No. 

5661. So that there cannot by any question here- 
after as to what were the investments which were 
deducted from your (7>) claim, although they have 
not yet been reduced? — Yes, 1 think it would be 
desirable if I were to supply a list. 

5662. If we are to have a list it might be appended 
to the Notes; because one can think of all sorts of 
difficulties arising in the future and questions being 
raised as to whether or not this particular invest- 
ment was included in that group or not. — I think I 
can prepare a list to meet your requirements. 

Mr. Merriman. 

Witness : It would be rather troublesome to get 
out the items not claimed. One would have to 
search through the records of so many companies’ 
books. But I think it is fairly safe to say that 
there has not been an overclaim on behalf of the 
companies if I can show that there are amounts not 
claimed, and I think it would be fairly substantial. 

Mr. Merriman: I thought possibly I might get 
an answer to that which would make it quite cer- 
tain that we should not have to ask any questions. 
But I am afraid I must reserve it. 

Mr. Worrail. 

(7>). Is that the result of the Minister’s report? — 

No.’ 
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5664. What is the result to the fare-paying passen- 
gers? Is it in their favour that this should be 
added? — -There is not any proposal to add to the 

( b ) claim, as a net figure. I think 1 have stated to 
the Court that to make the amendments which we 
suggest involves a deduction from the (6) claim of 
£124,307 at least. 

5666. And £117,000? — Or a deduction of £241,328. 

5666. Will that affect the freightage and the fares 
to any appreciable extent the one way or the other ? 
— I do not thinly it will. For this reason; it will 
mean a lesser sum in standard revenue, and, of 
course, a lesser sum for the companies to raise as 
capital for the purpose of paragraph ( b ). 

Mr. Worrall : You estimated it as something like 
£12,000 per annum. Is that for the four Groups? 

President : He has said for the four Groups 

already. 

Mr. Won-all : Do you agree with Mr. Macmillan in 
his interpretation of the law? Is that accepted by 
the companies as to expenditure incurred under 
(1) (b)? Do you remember he made a distinction in 
respect of expenditure upon capital ? He made a 
distinction there as to whether that expenditure was 
— -and I think it was followed up by a member of the 
tribunal in an illustration of a railway station which 
might have been painted later. Is it clear in your 
mind what is the legal interpretation? We take it 
that it is laid down legally that we are to interpret 
this — — 

President : It is not a matter for Mr. Quirey to 
express any opinion about. 

Mr. W orrall : On a point of law ? 

{After a short 

Mr. Clauson : I think that is as far as for the 
moment I can go with (a), (b) and (c). Of course, 
Mr. Merriman will have an opportunity of con- 
sidering whether he wishes to ask Mr. Quirey any 
further questions, and that will be on the next- 
occasion. 

Mr. Merriman-. May I just say that if we do we 
will give notice; we will say whether we wish to ask 
any questions or not. 

President : It would be very convenient if you 
could do that. 

Mr. Clauson: If the Tribunal approves of the pro- 
gramme that my friend Mr. Macmillan suggested, 
that brings us to the point of economies. 

Mr. Stafford Cripps : May I just raise one point 
on that? I understood from Mr. Macmillan that 
someone was going to be called to give his general 
benediction to the enquiries that had been made with 
regard to the settlements; I do not know whether 
that is so. 

Mr. Clauson : Yes. 

Mr. Stafford Cripps : That is at a later date. 

Mr. Clauson : Yes. What Mr. Macmillan said, or 
intended to say, was this : the suggestion was that 
as soon as we have the decisions on the two or three 
outstanding points we shall be in a position to bring 
up a final figure to cover (a), (b) and (c), and at 
that stage we were proposing to call someone to ex- 
plain exactly how the arrangements which will then 
have been completed for the treatment of (a), (b) 
and (c) will work, because the Tribunal will recollect 
part of the arrangement is that the railway com- 
panies have a £2,000,000 deduction to make which 
they have the option of allocating between (b) and 

(c) , and the exact way in which that will be done 
must necessarily depend to some extent on the way 
the figures work out having regard to the two or 
three points outstanding on which we shall get deci- 
sions. Our idea was that at that stage it will be 
convenient when we have the thing in a; cut and 
dried form to call evidence. My friend Mr. Cripps 
suggested one person to give benediction, but it may 
be better to call evidence from each of the com- 
panies ; we shall see how the thing works out at that 
date. We shall at all events lead evidence then to 
satisfy the Tribunal that the arrangement which has 



President : No. 

Mr. Worrall : But this does arise as to whether it 
affects it very much. 

President : That is not a question for the witness. 
We shall interpret the law and you will suffer or 
gain accordingly. 

5667. Mr. Worrall : Very well, Sir. (To the wit- 
ness) : I think if the summary is not very much 
against the passenger it is unnecessary to pursue it. 
But I take it that this does not really exhaust the 
number of inquiries which might be raised on these 
numerous points; that if we really went further we 
should find numerous other entriek we could ques- 
tion? — I do not know. 

5668. But if we follow up the investigation of the 
Minister of Transport by putting accountants on to 
the books of the companies, if we had the funds to 
do so, we should possibly find there would be other 
entries — vesting entries, and so on — in favour of the 
passengers? — I think most of the entries have been 
explained to the Court. I do not know what other 
entries might be found. But if accountants come 
along they can have the books for examination. 

Mr. Worrall : I will not put it to the witness, but 
we might have an opportunity of putting that to 
the Tribunal later. It is a very important point, 
because these things are being settled out of Court 
and not coming before the Court except by a docu- 
ment like this, which s invaluable to (the farepaying 
people. 

President : It will be taken at its full value. 

Mr. Worrall : Very good, Sir. 

adjournment.) 

been come to in regard to (a), ( b ), and (c) is fully 
within that which it will be justifiable for the Tri- 
bunal to accept at the fair and proper figure. We 
thought the stage for doing that was when we had 
come to the end of the matters of controversy on that 
part of the case, and so, of course, we are really inter- 
posing economies now in a sense, but I am rather 
hopeful that we may be able to dispose of the 
economies in the circumstances that my friend Mr. 
Macmillan indicated probably rather shortly; I do 
not know if the Tribunal think that is convenient. 

Mr. -Jepson: I suppose with regard to the alloca- 
tion of the £2,000,000, the principle of allocation has 
already been decided upon between the four com- 
panies, both as regards the amount they are to give 
up themselves and as between (b) and (c) ? 

Mr. Clauson: Well, no, it is not final, because they 
did not see their way to decide that allocation finally 
until we have these various other points settled ; that 
is the difficulty about that. As soon as we get the 
decisions on those three outstanding points thex-e 
will be no difficulty in doing that, and that will be 
the point where, as we thought, it would be con- 
veniexxt to justify the agreed figure; it will then be, 
in the view of the Tribunal. Then will be the oppor- 
tunity for anyone who has any comment to make 
about it to make it. If before the Tribunal approve 
of that, what we were proposing to do afterwards 
was this : 1 was going to put before the Tribunal 
the arrangement which has been come to between 
the traders and the companies as to economies ; I 
was then proposing to call evidence before the 
Tribunal showing the principle upon which that 
arrangement had been come to, and I was proposing 
to call evidence from each of the four companies to 
justify the amount as between the various companies 
and to deal with any questions which any of the 
parties may wish to put as to the basis upon which 
the calculations have been made. 

President : Very well, Mr. Clauson, if you will go 
on with economies now. 

Mr. Clauson: If you please. Tt would be con- 
venient if I were just to remind the Tribunal of the 
Clause, which is the proviso to 58 (1): “ Provided 
that, in determining the sum which charges will, with 
efficient and economic working and management 
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yield, the Tribunal shall, with a view to encouraging 
the taking of early steps for effecting economies in 
working and management expenses rendered possible 
by or in anticipation of amalgamation, take into con- 
sideration the economies effected by such steps 
already taken, and shall make such allowance in 
respect thereof as the Tribunal may consider fair and 
equitable to an amount not exceeding thirty-three 
and one-third per cent, of such economies.” You will 
remember, Sir, on the last occasion the Tribunal met, 
on the 27th April, you were good enough to read a 
letter from the Ministry of Transport, and I think 
perhaps it would be rather convenient if I were to 
remind the Tribunal of the contents of that letter. 
It is at page 425 on the 17th day, and is a letter 
dated the 22nd April, 1925, directed to the Secretary 
of the Tribunal : 

“ Sib, 

“ I am directed by the Minister of Transport to 
advert to your letter C.515 of the 7th April, in which 
the Railway Rates Tribunal ask for any observations 
which the Minister finds himself in a position to make 
upon the claims of the Railway Companies under the 
proviso to Section 58 (1) of the Railways Act, 1921, 
as submitted by them in Statements R.T.2a-5a, 
Item 6. 

“ It is observed that a note to each Summary states 
that the claim is incomplete in various respects. 

“ In these circumstances and in the absence of 
the data upon which the summaries have been com- 
piled the Minister, is not in a position to make any 
detailed observations upon the figures. 

“ It is not stated whether in arriving at the figures 
allowance has been made for increases in expendi- 
ture, if any, consequent upon reorganisation. 

“ It is not stated whether the figures represent the 
aggregate economies up to 30th June, 1924, or the 
annual rate of saving, and in the latter event at 
what level of prices the economies are calculated. 

“ There are, however, certain questions of 
principle which appear to the Minister to. arise upon 
the submissions of the railway companies. 

“ (1) These submissions include the allowance 
under the proviso as an item in standard 
revenue, and it is for consideration 
whether in view of the wording of the 
proviso it should be so included or whether 
the allowance should be made either by 
way of an addition to the estimated ex- 
penditure or in some other way. If the 
allowance is part of standard revenue it 
would apparently be on the same footing 
as allowances under paragraphs (a) and (b) 
and would be permanent. If it were made 
in the course of fixing charges, the 
increased receipts resulting from the 
allowance would form part of the total net 
receipts of the company which, upon a 
review under Section 59, would have to be 
compared with a standard revenue' 
which did not include the allowance. 

“ (2) It appears further to be for consideration 
whether the avoidance of new expenditure 
in itself constitutes an economy effected 
within the terms of the proviso, and if so 
upon what basis the amount of the economy 
is to be calculated. 

“ (3) It would also seem necessary to decide what 
meaning is to he attached to the phrase 
1 steps already taken.’ ” 

I think it would be convenient before saying any- 
thing about those points if I were to draw the atten- 
tion of the Tribunal to the letter which lias been 
addressed to the Tribunal by the Secretaries of the 
Traders’ Co-ordinating Committee and of the Railway 
Companies’ Committee of the 13th May, because that 
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puts before the Tribunal the agreement that has been 
come to. That is a letter of the 13th May, 1925, 
headed “ Economies,” and it says: 

“ We are directed to inform you that the Railway 
Companies and the Traders’ Co-ordinating Committee 
have reached an agreement in relation to the Railway 
Companies’ claim for Economies pursuant to the 
proviso to Section 58 (1). The agreement which has 
been arrived at is in the terms set out below and we 
are instructed to inform you that these terms are 
being communicated to the Tribunal and that the 
parties thereto will ask the Tribunal to approve the 
settlement on the 25th instant. 

“ The terms of settlement are as follows : — 

“ (1) The Traders’ Co-ordinating Committee are 
satisfied that the ‘ steps already taken ’ 
by the railway companies ‘ for effecting 
economies in working and management 
expenses rendered possible by or in antici- 
pation of amalgamation ’ may fairly and 
reasonably be stated as' having enabled the 
four amalgamated companies to effect 
economies amounting to £1,200,000 and 
the railway companies agree that provid- 
ing an allowance of 33J per cent, of the 
sum named (i. e., £400,000) is made by the 
Tribunal they will accept such allowance 
as a fair and equitable figure under the 
proviso to Section 58 (1). 

“ (2) The four amalgamated railway companies 
agree that if this settlement is approved 
by the Tribunal and a sum of £400,000 
is allowed as .an addition to the Standard 
Revenue they will not hereafter make any 
further claim under the proviso to Sec- 
tion 68 (1) but will accept that addition 
to the Standard Revenue as a full and 
complete settlement of their claim with 
respect to ‘Economies affected by such 
steps already taken ’ . . . ‘ in work- 

ing and management expenses rendered 
possible by or in anticipation of amal- 
gamation.’ 

“ (3) The note appended by each company to its 
statement of economies lodged with the 
Tribunal will be withdrawn on the settle- 
ment being approved.” 

I dare say the Tribunal will have the note in mind ; 
I need not read it for the moment. 

“ (4) Neither party will hereafter either during 
the proceedings under Section 58 or on the 
occasion of any review under Section 59 
seek to re-open this settlement. 

“ (5) The sum of £400,000 above mentioned is to 
be divided between the four Amalgamated 
Railway Companies in such proportions as 
they shall determine, their Report in this 
respect to be communicated to the Tribunal 
on the 26th May.” 

May I at once venture to report that figure to the 
Tribunal as being the agreed figure? It 'is London 
and North Eastern, £91,000; London, Midland and 
Scottish, £139,000; Great Western, £93,000; 
Southern Railway, £77,000; that makes up the 
£400,000. The Tribunal will see that if, after hear- 
ing evidence about the matter, the Tribunal is pre- 
pared to sanction an arrangement on those lines, 
some at least, in fact I think all the points which 
are mentioned in the letter from the Ministry, will 
automatically be dealt with, and I should venture to 
suggest, if the Tribunal see no objection, that we 
should at once call the evidence, and the Tribunal 
will have before it exactly the way in which the 
matter lias been arrived at and the way it is justified 
on either hand, 
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5669. You are the Assistant Solicitor to tlie 
London and North Eastern Railway Company P — Yes. 

5670. And since amalgamation I think you have had 
charge of the many matters that have arisen under 
Part III of the Railways Act? — For the London 
and North Eastern Company, yes. 

5671. Acting, of course, on behalf of the Chief 
Legal Adviser? — Yes. 

5872. I think you are a member of the Rates and 
Charges Committee? — Yes. 

567-3. And you were a member of the Sub-Com- 
mittee which dealt with the negotiations with the 
Traders’ 'Co-ordinating Committee upon the ques- 
tions that arose for discussion under Section 
58 (1) (6) and 58 (1) (e)? — That is so. 

5674. The two sub-committees that dealt with 
those two matters were continued to see whether an 
arrangement could not be come to with regard to 
the Railway Ompanies’ claims for economies under 
the proviso to Section 58? — That is so. 

5675. Your Sub-committee held meetings, I think, 
with the Sub-Committee appointed by the Traders’ 
Committee? — Yes. One meeting had, in fact, been 
held at which the subject had been informally men- 
tioned prior to the 27th April. 

5676. I think you came to certain agreements 
with respect to the sum that was to be settled upon P 
— We did. 

5677. What was the first agreement that was come 
to? — Of course, at the outset when we really got 
down to the discussion of the subject there were a 
good many questions raised as to how the companies’ 
claims had been framed, what they included, on what 
basis they had been compiled, and what particulars 
we should supply in support of them. We discussed 
the matter round the table; we answered a good 
many questions; I think all the questions that were 
put to us we gave answers ten; and we then under- 
took to supply the detail of certain items which were 
picked out by the Traders’ Committee, and selected 
by them for further investigation. They did not pick 
out the largest items because of the time that would 
be taken up in getting out the detail, but they did 
pick out a number of what they believed to he repre- 
sentative items. 

5678. These items were selected by the traders 
themselves?— They were selected by the traders 
thmselves, and within a week of their selection wo 
suppled them with all the detail of the items. 

5679. I think before that occurred the two Com- 
mittees had agreed that the economies to be con- 
sidered were those -which had actually been effected? 
—Yes; we had had a general discussion, and we had 
agreed that we could not found a claim for an 
economy unless the economy could he shown to have 
been effected at any rate by the date of fixation of 
charges. 

5680. President : Dating from when? When did 
they begin?— We did not_ agree upon any date of 
commencement so long as it was an economy arising 
out of, or in, anticipation of amalgamation. It must 
be i elated to amalgamation, and it must bo an 
economy effected up to the time of fixation. 

5681. It need not be since the date of the ActP 

No. 

M't . Pi uce Thomas : The terms of the section, you 
wifi remember, are “rendered possible by, or in, 
anticipation of amalgamation”; those are' terms of 
the proviso. 

5682. [he actual settlement that has been come to 
is a settlement of economies effected up to the 30th 
•Tune, 1924? — Yes, and in some cases the 31st 
December, 1924. The settlement, of course, is a 
complete settlement, but the statement put in was 
up to those dates. 

5683. Tt has been agreed that the railway com- 
panies, if this settlement is approved , will not make 
any further claim for economies which may prove to 



have been effected as between the 30th June last year 
and the date of fixation? — Quite true. There are 
in fact economies as to which I think we> were able 
to show the Traders’ Sub-Committee that steps had 
been taken, but the economy had not at the time 
resulted, but there is good reason to think that the 
eoonomy may result before the date of fixation. 

5684. Any steps which are bearing fruit now from 
day to day will not be claimed for hereafter? — No. 

5685. Than tlie actual settlement made was that 

of the claim which amounted, I think, to a little 
over £1,400,000 — £1,441,000, I think?— Yes. If 1 

may just say so, before we came down to the detail 
at our discussion there had been an amendment of 
one of the figures. The London, Midland and Scottish 
Company had made an amendment of, roughly, about 
£9,000, and their figure which had stood at £510,383 
was reduced to £501,175. 

5686. So that the total of the claims was 
£1,441,900? — That is right. 

President, : We may take it that they were dis- 
cussing on the basis of the particulars which had been 
delivered ? 

5687. Mr. Bruce Thomas : That is correct, is it 
not? — Yes. 

5688. You were discussing this upon the par- 
ticulars which are contained in the four books, 
R.T.2a, R.T.3a, R,T.4a and R.T.SaP— Yes, and 
ultimately, of course, we discussed it on the basis of 
the four books of information we supplied in rela- 
tion to the note at the foot, and of the further par- 
ticulars we gave of the selected items. 

5689. Those details covering only economies effected 
up to the 30th June last year, with one or two ex- 
ceptions, where the date was the 31st December? — 
Yes. 

5690. The total of the items in the hooks amount- 
ing to £1,441,900?— Yes. 

5691. What was the agreement come to with the 
Traders’ Co-ordinating Committee? — We first of all 
for some time endeavoured to arrive at a gross 
figure, and we discussed both the gross figure and 
the allowance which should be made. Ultimately we 
came to the conclusion that perhaps the better way 
would be to arrive at the amount of the allowance 
which the Railway Companies were to have by way 
of addition, and the final settlement was based on 
the amount of the allowance to he added. The 
£400,000 was the figure which was ultimately 
reached. Subsequently it was agreed between us 
that that should be stated as being one-third of 
£1,2007000, but of course the one hangs upon the 
other. 

5692. Quite. It is the function of the Court, of 
course, to settle the allowance? — Certainly. 

5693. But the parties have agreed upon the terms 
before them, and after the examination that you 
have referred to, that £1,200,000 is the gross amount 
of the economies? — Yes. That figure as -accepted as 
the gross economy providing the 33J per cent, of tlie 
amount is accepted. 

5694. Mr. .Jepson: Why did you want to couple tlie 
£400,000, which the Joint Committee thought would . 
be a reasonable addition to the standard revenue, 
with the £1,200,000? Why could you not leave the 
claim afe. it was, because under tlie Section I think 
the Tribunal may allow a maximum amount of 30J per 
cent, of the claim? — -Yes. 

'5695. You have altered the claim now from 
£1,400,000 down to £1,200,000 ?— Yes. 

5696. On condition that you got the maximum 
amount allowed that this Tribunal can allow? — Quite, 
but you see we expected that the Tribunal would ask 
us what our recommendation was, or rather, what 
our provisional settlement was both as to the gross 
economy, the rate of the allowance and the amount 
of the allowance. We might, of course, have fixed 
upon £400,000 and said that that should be 25 per 
cent, of the gross sum, but the gross sum in that 
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case would liav© been slightly more than the sum of 
which particulars have 'been filed, and that, of course, 
would involve filing further particulars either for 
December, 1924, or for June, 1925, or some such 
date. It seemed to us that ultimately it would be a 
saving of time and a saving of trouble to everybody 
'if we fixed upon a sum which here and now we can. 
prove to have been effected, and as to that I think 
there is no doubt when one speaks of £1,200,000. 

0097. President : Do you propose to prove it to us? 
— I do not propose to prove it personally, Sir, but we 
propose to call evidence; this is only as to the 
settlement. 

Mr. Bruce 'l'homas : This is only evidence as to the 
course the negotiations took and what the settlement 
was. We are calling other witnesses to prove the 
facts. 

5698. Was it agreed between the two Committees 
that they should recommend this 'as an addition to 
standard revenue? — It was. 

5699. Had you before you the letter from the 
Ministry of Transport which the President read at 
the meeting of the 27th April? — (I had. 

5700. And have the questions raised in that letter 
been given effect to and considered? — Yes, we went 
through the letter and considered it clause by clause. 

5701. Perhaps we might take the points in the 
letter. The first question apparently is : “ Whether 
in 'arriving at the figures allowance has been made 
for increases in expenditure, if any, consequent upon 
reorganisation ” ? — Yes. 

5702. Other witnesses will speak to that, but just 

to deal with the letter ? — The answer’ is in the 

affirmative; allowance was made for increases. 

5703. Then the second point of the Minister is : 

“ It is not stated whether the figures represent the 
aggregate economies up to 30tli June, 1924, or the 
annual rate of saving, and in the latter event at 
what level of prices the economies are calculated.” 

■ — In each case it is an annual rate of saving. 

5704. Then the third question is as to whether it 
should be in addition to standard revenue, and that 
was considered? — (Ultimately we agree that for con- 
venience sake it should be an addition to standard 
revenue, because it is done with once and for all if 
that course is adopted. 

5705. Then the fourth-point, which is explained in 
that letter, is stated as follows : “It appears further 
to be for consideration whether the avoidance of new 
expenditure in itself constitutes an economy effected 
within the terms of the proviso, and if so upon what 
basis the amount of the economy is to be calculated.” 
Was any calculation put forward in circumstances 
which are indicated there? — There were one or two 
items of the saving of expenditure which fall under 
that paragraph and we contended then and we still 
say that those items were properly included and pro- 
perly fall to be remunerated. 

5706. Then the last point put by the Minister is in 
the following form: “It would also seem necessary 
to decide what meaning is to be attached to the phrase 

Cross-examined by Mr 

6710. I want to ask you one or two questions, if 
1 may, because my clients had not the advantage of 
being present at these negotiations, and therefore 
they are quite in the dark. First of all, you say 
that the £1,200,000 is all to be taken to be economies 
which have materialised prior to the 30th June, 
1924? — June or December, and not to be taken, we 
hope, as proved, that is to say, that part of the 
process is to call witnesses who will show you that 
those economies have in fact Ibeen effected. 

5711. That is not quite what I wanted. Perhaps 
I did not put my question quite clearly. For the 
purpose of the settlement you are putting forward, 
you are suggesting that a sum of £1,200,000 should 
be recognised as economies? — True. 

5712. Are you suggesting that the Tribunal should 
consider that the whole of that £1,200,000 had been 



1 steps already taken — The answer to that, of 

course, is this, that the claim is so far as it is con- 
tained in particulars — that is leaving the note out of 
account — is a claim for economies which are economies 
effected. It follows, of course, that the steps must 
have been taken because the economy has been 
effected. 

5707. President : Can you give us any idea when 
the earliest economy began to be effected? — Round 
about the amalgamation. I cannot give an illustra- 
tion of anything which preceded amalgamation, ex- 
cept, of course, there is a Great Western item, a 
proposed widening of a railway in South Wales, which 
they entirely save owing to their taking over of the 
Barry Railway. Their powers no doubt would be 
powers obtained prior to amalgamation, but I have 
no reason to think that that expenditure would have 
been prior to amalgamation. 

5708. What do you mean exactly by annual rate 
of saving? — The items in the list are very largely 
salaries and wages. The first item for direction, for 
instance, is the economies effected in relation to the 
remuneration of the Directors of the Companies, and 
in order to ascertain the economies there, what one 
has done is to take the amounts voted to Directors 
by the constituent and subsidiary companies in the 
last year of their existence, add them together and 
deduct from that the amount voted by the share- 
holders of the amalgamated company, and the differ- 
ence is the economy. That, of course, is an annual 
vote to the directors. In the case of salaries and 
wages, one takes the various posts one by one and 
looks at them in relation to the annual remuneration 
that is paid for the post. 

5709. Did you start in the same way with regard 
to accountants, solicitors, secretary, etc. as you did 
with managers? Did you take the last year in which 
all the subsidiary companies were in full bloom, so 
to speak? — Usually that was so — the last complete 
year of the smaller companies’ existence. 

Mr. liruce Thomas : I was going to say that this 
is a point that the other witnesses will deal with 
specifically. 

President : You asked him a question about the 
annual allowances, and so I followed it up. 

Mr. Bruce Thomas: Yes, Sir; no doubt it was my 
fault in introducing the subject, but I wanted to 
show that we had considered all the points that had 
been referred to by the Minister. 

Mr. Merriman : I have nothing to ask. 

Mr. J'epson : I wanted to ask a general question. 
You told us that all these economies were the result 
or in anticipation of amalgamation. Of course, in 
accordance with the terms of the Act one knows, 
taking your own Company, that there were working 
arrangements between what were known as the three 
“ Greats,” for instance, combined cartage staff's in 
London and all kinds of things of that sort. None 
of those economies which were the result of pooling 
arrangements, before amalgamation was ever thought 
of under the cloak of an Act, have been brought in? 
— None of those are in here. 

Staeeord Oitipps. 

effected as economies by the 30th June, 1924? — June 
or December. It really does not matter whether 
they take it to June or December, 1924, or up to 
the date of compensation, if they accept the settle- 
ment. 

5713. Never mind whether it matters; I think it 
does matter, you see? — If you please. 

6714. What I want to know is, what you fare put- 
ting forward, and I want to get it quite clear? — li- 
the settlement is accepted and adopted there will bo 
no further claim for economies. 

5715. That is as far as you can go in explanation ? 
—I do not know that one could carry it further. 

5i716. How about the distribution of these economies 
— has that been agreed? — Between the Railway Com- 
panies ? 
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5717. No, between tlie items? — You mean between 
ilia amalgamated Companies? 

5718. The various items that were set out in the 
original claim? — The amalgamated Companies have 
not divided the amount which is to be allowed to them 
amongst the items set out in the Schedule. 

5719. Is that going to be done? — I do not think so. 

5720. So that when the Tribunal comes to consider 
later on the economical working, and so on, when the 
expenditure comes up they will not be able to show 
or you will not be able to tell them, as to how any 
economies under any particular head have been taken 
into account in this settlement, or how far they have 
not been taken into account? — I do not know. 

5721. Let us take a specific instance; it is so much 
easier. If I take R-.T.3a, the details of Item No. 6, 
and take for instance operations, I see “ Salaries and 
wages, carriage and wagons, £21,015”? — Yes. 

5722. I take it that that statement means that up 
to the 30th June, 1924, the London, Midland and 
Scottish Railway had already made economies to the 
extent of £21,015 in their carriage and wagon depart- 
ment on salaries and wages? — Yes . 

5723. That is correct, is it not? — That is right. 

5724. Supposing when the Tribunal comes to con- 
sider the question of working expenses and wishes to 
ascertain what the cost would be of the carriage and 
wagon department on the economical and efficient 
working and management as the Act states, how are 
they to know what item has been allowed there as 
regards the economies under this settlement? — 
Merely this, that but for that economy the expendi- 
ture must have been £21,000 more. 

5725. But- you see the economies are now agreed at 
£1,200,000?— Yes. 

5726. Therefore it is quite clear that if every item 
is taken in in full you will come to a bigger sum 
than £1,200,000; it comes to £1,441,000? — Yes. 

5727. How much of the £1,200,000, is what I want 
to know just as an example, do you say has been 
allocated in this settlement to this £21,015? — None 
of it specifically, and none of it can be specifically 
so allocated. 

5728. So that if it ever should become necessary 
for the Tribunal to determine the economies with 
regard to working and efficient management it would 
not be possible? — It would not be possible to divide 
the £1,200,000 up as one of these items. 

572®. ■When you say that all these economies have 
been effected prior to June, 1924, what do you mean, 
by “effected”? — I mean that they had come into 
being. 

5730. Does that mean to say that the full money 
benefit of them had come to the railway company? — 
Yes. 

5731. The full money benefit? — You say “ the full 
money benefit.” I do not say that an annual rate 
of saving had been in fact made by the 30th June. 
1924, font supposing it was the saving in some par- 
ticular post, the saving had been effected and the 
change made at some date up to the 30th June, 1924. 

5732. Let me see if I can get a little closer than 
that. Let us suppose you had been told on the 1st 
May to dispense with some officers’ services, for 
instance, and thereafter, the 1st May, 1924. no further 
salary was payable to' him subject to compensation ; 
would- that be counted as an economy effected? — Yes. 

5733. And, of course, as regards the railway com- 
pany’s accounts for 1924 that economy would not 
come into those wholly? — Not the whole year of it, 
of course; it would come in from May. 

5734. I say the whole economy for the year would 
not come in? — Quite right. 

5735. Therefore, if you are considering the efficient 
and economical working of the railway companies 
you would have to make some deduction from the 
working expenses for the rest of that economy? — 
For the rest of the year. 

5736. Yes. Perhaps I have not made quite clear 
what T mean. Supposing vour working expenses are 
based on your 1924 accounts — just take that assump- 
tion ; I know it is not correct absolute^ — -and those 



1924 accounts would, under the circumstances, show 
nine months or eight months of that particular 
economy we were speaking of? — Yes. 

5737. Therefore when you have to regard the 
efficient and economical working of the railway com- 
pany you must make an allowance for the other four 
months which would come into the (ft) year as it is 
called ? — If the estimate is built up in that way, 
certainly. 

5738. You have already told me that there are 
items in this £1.200,000 of that class? — Yes, quite 
a number of items. 

5739. Abu also told the Tribunal that the railway 
companies demonstrated to the traders that there 
were other economies after 30tli June, 1924, which, 
if they had taken their claimi right up to the date 
of fixation they could have included. Were those 
considerable? — Subject to their being approved. 

5740. I am -assuming that of course? — We believe 
that they were fairly considerable. 

5741. As considerable as the claim up to the 30th 
June ? — It is very difficult to say, but on the whole 
I think one would say rather more than the amount 
of the claim already put in. One can merely roughly 
guess; one can do no more than that. 

5742. That, of course, with the settlement the rail- 
way companies have given up? 1 — That is quite true. 

5743. What was the quid pro quo for giving that 
up? — Getting rid of the whole subject, getting on with 
the business of fixing standard revenue. That is 
the real quid pro quo. 

5744. Owing to the difficulties of proof and the 
time it would take — I am not suggesting you could 
not prove them? — One does not mind a bit about 
the difficulties of proof, hut the question of the 
economies to which the note refers is not merely a 
question of degree of proof. The economy at the 
moment is not there, that is to say, it is not an 
established economy. 

5745. But when you come to the time of fixation 
of charges it will be there? — I hope so, but I cannot 
say that it will. 

5746. But that is the assumption you went on? — 
No, it was merely that one was entitled up to the 
date of fixation on the broadest interpretation of the 
proviso to include economies up to that time. 

5747. I quite appreciate that. You think those 
economies would have come out at some figure other 
than the actual ones claimed? — Yes. 

5748. Supposing the Tribunal are asked to 
allocate this £1,200,000 over the whole of the things 
contained in the proviso, how do you suggest, it 
should he allocated as regards those items which are 
in this statement R.T.2 and so- on, and as regards 
those othbr items which you gave up ? — I do not 
think there is any necessity to provide any 
allocation other than a sum to each amalgamated 
company which has been mentioned. 

5749. Do not worry about what you think are 
necessities for the moment. Can you put forward 
any proposal as regards allocation? — -I am not put- 
ting a proposal forward. 

5750. Can you? — No, indeed I cannot, .because 1 
do not think it is at all necessary. 

5751. Never mind what you think necessary. 

Mr. J epson : Mr. Cripps, in answer to a- question 
I put to him he said that the £1,200,000 was quite 
an arbitrary figure, it was not arrived at by cutting 
down the items in the claim, it was simply multiply- 
ing by three the amount that the railway companies 
wanted added to their standard revenue for 
economies. 

Mr. Stafford. Cripps : I quite appreciate that, Sir, 
but the railway companies are putting forward a 
claim for economies of £1,200,000. 

Mr. J epson: They do not say so in so many words. 
They have not withdrawn their claim for £1,400,000 
odd and reduced it to £1,200,000. 

Mr. Stafford, Cripps : I certainly understood from 
my friend, Mr. Clauson, when he opened, that they 
now put forward the agreed figure for economies as 
£ 1 , 200 , 000 . 
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Mr. Jepson: Mr. Boothroyd, I think, went even 
further than the letter in answer to questions, 
because he said the £1,200,000 was simply arrived at 
by multiplying the £400,000 by three. 

' 5762. Mr. Stafford Cripps : I quite agree that is 
the way it was arrived at. What 1 am anxious to 
do is to ascertain what the figure of £1,200,000 
really represents. (To the witness): Just look at 
the paragraph of your letter, the terms of settle- 
ment : “ The Traders’ Co-ordinating Committee are 
satisfied that the 1 steps already taken ’ by the 
Railway 'Companies ‘ for effecting economies in work- 
ing and management expenses rendered possible by 
or in anticipation of amalgamation ’ may fairly and 
reasonably be stated as having enabled the four 
amalgamated companies to effect economies amount- 
ing to £1,200,000.” Do you want to withdraw from 
that statement? — No. 

5753. Although it is only expressed here as the 
Railway Tradesr’ Co-ordinating Committee being 
satisfied, I presume the Railway Companies are also 
satisfied and are parties to that agreement. Can 
you, never mind whether it is necessary or not, if 
I ask you to do so, aa between the economies up to 
June 30t-h, 1924, and the economies which you expect 
to arise thereafter up to the date of fixation, divide 
that sum of £1,200,000? — No, because the figure 
after June 30th, 1924, is an unascertained figure, 

5754. However that may he in the settlement that 
unascertained figure has been taken into considera- 
tion ?• — Yes. 

5755. And therefore of necessity part of the 
£400,000, whether it be £1 or £300,000, must relate 
to that unascertained figure ? — Of think it must. 

5756. And if we take your estimated figure of 
future savings after the 30th June, 1924, as being 
rather greater than prior to June it would be not 
unfair to say it might be divided half and half? — 
Yes. Of course, the provisions of the settlement is 
that it stands even though there is not another 
penny o.f economy effected. 

5757. But, of course, there are other parties who 
have not settled? — I entirely agree. 

5758. With regard to the annual rate of saving 

does that mean to say that this is a sum which the 
railway companies guarantee will be saved each year 
in future? — No. I do not think they guarantee 

that. What they say is that this sum represents 
the annual saving which has resulted from amalga- 
mation. 

5759. It is an annual rate of saving for the future. 
It is an ascertained annual rate of saving in one 
year? — It is an ascertained 'annual rate of saving in 
what you might call the establishment of the com- 
pany. It may be for all time, it may be that in 
twelve months’ time or five years’ time it will he 
necessary io make an alteration which might bring 
an item hack again, but in the companies saving the 
item is there. 

5700. However much expenses subsequently go up. 
you will still claim it as a saving? — Certainly, that 
is to say, until an alteration is made the expenditure 
is loss by that amount. 

The President : Is there any way of avoiding that 
under the terms of the Act. While we are consider- 
ing or determining wliat the charges will bring, we 
are told by the proviso to take into account the 
economies which have been already effected and to 
give the allowance. It does not say provided those 
economies are sustained for a series of years. 

5761. Mr. Stafford Cripps: T am going to submit, 
of course, that this is entirely the wrong time to 
consider these economies, and they have been dealt 
With in entirely the wrong way on the Act. They 
cannot possibly be made an addition to standard 
revenue, and that is not what is meant by the proviso 
at all. I do not want to put my argument to the 
Witness. I think I shall possibly answer your ques- 
tion in my argument. (To the Witness): One 

question with regard to this sum you mentioned of 
the Great Western Railway Company, £87,500, 



That was because the railway company did not make 
a widening? — Yes. 

5762. Supposing they made that widening in five 
years’ time, they will he justified in claiming, under 
Section 59, for the capital expended on the widen- 
ing? — One would assume that. 

5763. So that they will then be in this fortunate 
position of getting 5 per cent, for not having done 
it now, and getting 5 per cent, for doing it then. 
That is so, is it not? — I am not sure that it is. 

5764. Well, think about it. — I would prefer the 
Great Western to; think about it. 

5765. This is the item I am referring to “ Cancel- 
lation of capital schemes.” — Yes, I remember that. 
There will be a Great Western witness put into the 
box. 

5766. I want to know how this joint committee 
considered this question. You considered this item 
on the joint committee, did you not? — I am not sure 
that it was specifically mentioned. I rather think it 
was, hut I am not certain. 

5767. Did the traders ever suggest that cancella- 
tion of capital expenditure was a curious way of 
saving money? — I do not think they did. 

5768. They never took the point? — I would not like 
to be certain. It runs in my mind that the item Was 
mentioned, but I am not quite sure. It certainly 
was not one of the items with respect to which we 
were asked for details. 

5769. Of course that would not be necessary, 
because it is a matter of principle more than detail. 
Can you tell me what answer you gave representing 
the railway company to the criticism of that figure? 
— I cannot, except to say that one had faith in the 
item as being an item of economy. 

5770. President : You were asked in your examina- 
tion on Mr. Hurcomb’s letter about that. I thought 
you said savings of that nature were economies? — 
That is the view we took. 

5771. And, therefore, it came under that head 
apparently? — That is so. We took the view that this 
saving was an economy under the proviso. 

5772. Mr. Jepson: When you say “ we,” do you 
mean the joint committee of the traders and the 
railway companies? — No, the railway companies. 

5773. Were the Traders Co-ordinating Committee or 
their sub-committee which met you of the same view ? 
— No, I would not commit them to that view. I do 
not think, in fact I am sure, that there was any 
lengthy discussion about the item. It runs in my 
mind that it was mentioned, but I do not think there 
was any very serious discussion about it. 

5774. Anyhow, you never came to an agreement 
with the traders that an expenditure saved of that 
kind came under the head of economy? — No. 

5775. Mr. Stafford Cripps : If I do not give someone 
a Rolls-Royce to-morrow, I suppose the principle is 
that I am economical? — I would much prefer that 
you dealt with the Great Western. 

5776. I want to have your view, because you were 
a sort of legal member advising? — I was spokesman 
for the railway companies. 

5777. And advising the railway companies? — No. 1 
expressly did not go to that committee as a legal 
member. 

5778. Who gave you your instructions as to the 
legal interpretation which you were to put upon the 
proviso? — No one. 

5779. Then you interpreted it yourself on behalf of 
the railway companies? — Very likely. 

5780. Then you advised the railway companies on 
its interpretation? — Very well. 

5781. On that interpretation which you advised the 
railway companies to adopt do you really consider 
that it is an economy such as contemplated by the 
proviso where a railway company does not spend 
capital on a new undertaking ?— In these circum- 
stances, I think it is. 

5782. Will you tell me what the circumstances are 
which make it an economy? — Again I say the Great 
Western Railway know a great deal more about it 
than T do. These are the circumstances under which 



i 



451 



PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



25 May, 1926.] 



Mr. Allen Boothroyd. 



[ Continued . 



the Great Western Railway Company prior to 
amalgamation was committed to this expenditure 

5783. They had not made it? — They had not made 
it, but in order to carry on their business it was 
necessary that they should make it. The amalgama- 
tion gave them the Barry Company’s route, and 
that fact enabled them to save this money, and to 
save the expenditure and still carry on their 
business. 

5784. You do not mean to save, but not to make 
the expenditure? — To save the expenditure. 

5785. Save it in comparison with what ? — In com- 
parison to what they would have had to cIo but for 
the amalgamation. 



Mr. Stafford Cripps : Anyway, that is the reason 
why you think it is proper to allow it. 

5786. Mr. Jepson: Did you deal with the other 
items, as we have the Great Western given before 
us, of the introduction of the 20-ton wagons? — No. 

5787. You did not discuss as to whether the intro- 
duction of 20-ton wagons was the result of amalga- 
mation ? — No. 

The President: Does any body wish to ask any 
other other question? Do you wish to re-examine, 
Mr. Clauson? 

Mr. Clauson : No, Sir, I will not try to argue Mr. 
Oripp’s point at this stage. 



Mr. Kenelm Kurr, sworn. 



Examined by Mr. 

5788. You are Assistant General Manager to the 
London and North Eastern Railway Company? — Yes. 

5789. In that capacity have you charge under the 
General Manager of all matters relating to the staff? 
—Yes. 

5790. Have you been charged by the London and 
North Eastern Railway Company with the duty of 
examining and vouching for the economies of which 
particulars have beten given in the Statement R.T.2a, 
details of item No. 6, lodged with the Tribunal? — 
Y T es, that is so. 

5791. The claim as submitted in that document is 
in respect of economies in working and management 
which have resulted from steps taken since amalgama- 
tion? — In the main part since amalgamation, hut in 
some cases in anticipation of amalgamation. 

5792. I think that the total of your claim is 
£325,000? — Yes, that is so. 

5793. Can you tell the Tribunal whether those 
economies have actually been effected up to the 
SOth June, 1924? — Yes, the whole of those economies 
have been effected up to the 30th June, 1924, with one 
or two minor exceptions, quite small ones. 

5794. Have you scrutinised, in detail the whole of 
the items covered by the claim? — Yes. 

5795. Are you able to tell the Court whether the 
economies represented by that statement have in fact 
been effected? — Yes, they have in fact been effected 
already. 

5796. Are they economies which were rendered 
possible by, or which resulted from, amalgamation? 
— Yes, they have all been directly related to 
amalgamation. 

5797. The great bulk of the claim is in respect of 
saving of salaries, is it not? — Yes, that is so; the 
second figure column of the table. 

5798. Were the savings that have been made in 
that respect the result of officers and servants being 
dispensed with owing to reorganisation rendered 
possible by amalgamation ? — Yes, that is so ; they were 
essentially cases of overlapping. 

5799. Are the economies that are claimed for in the 
statement net economies ? — Yes. 

President : Does that mean that the retiring allow- 
ances are to be taken into consideration, and things 
of that kind ? 

5800. Mr. Bruce Thomas : I was coming to that, 

Sir. (To the Witness) : Are the economies net 

economies? — Yes, the whole of the economies are net. 

5801. Where you had to pay a retiring allowance 
or where you by arrangement have paid a lump sum 
as compensation, has that been debited to the 
economy? — Yes, it has been debited in this way. 
Allowances paid of course in the ordinary course by 
way of retirement at the ordinary age limit have nor- 
been charged, but in the cases of compensation allow- 
ances the expectation of life has been taken on 
ordinary tables and the present value of the ascer- 
tained’ purchase of an annuity has been carried to 
the capital sum. In the case of a lump sum it has 
been simply added in. Then the 5 per cent, charge 
on the whole of that sum is shown at the foot of the 
printed statement as follows, “ Deduct 5 per cent, 
interest on capitalised value of compensation.” 

5802. That, is the item of £12,500? — That is so. 



Bruce Thomas. 

5803. President : Where it came to the re- 

organisation of a department, say, and six gentlemen 
had to go but you had to put three other gentlemen 
on to another department, how did you deal with 
that?— We dealt with it really as a balance sheet. 
Many of the cases are perfectly simple, it is simply 
the abolition of a single office and there can be really 
no question on that. In other cases instances aiose 
of a certain reshuffle either of people or posts, and 
there in effect a balance sheet is worked out of the 
state prior to the change and after the change. 

•5804. To take a simple case where two of the con- 
stituent companies had their own stations in one 
town, on amalgamation the stations would be le- 
organised, I take it, in that town? Yes. 

5805. Before amalgamation you had two station- 
masters there? — Yes. 

5806. What happened after amalgamation?—!! 
might illustrate by a particular case that I began to 
deal with prior to amalgamation, that is to say, 
it was an economy which seemed really to eventuate, 
and enquiry was made as to the possibility. In that 
case there were two stationmasters of separate com- 
panies now forming part of the London and North 
Eastern Railway, the two stations being one on each 
side of a small town or village. It was arranged 
that one stationmaster shoaild taike charge of both 
stations. To compensate him for his additional re- 
sponsibility he was raised in salary class to another 
involving an increase, and that increase has been 
deducted from the saving effected by getting rid of 
the other stationmaster. I should explain that we 
have in all these cases dealt with the post and with 
the man. Firstly, we arranged to get rid of the 
second stationmaster, but we do not charge the item 
as a saving until we have in fact got rid of him. 
In the particular case that I have in mind the 
stationmaster displaced was removed by way of pro- 
motion to another post, being a vacancy which 
would have to be filled in any event. 

5807. Mr. Jepson: Would you explain a little 
further with regard to the compensation. Supposing 
you pensioned off a redundant officer and say he. 
was getting £2,000 a year. Immediately there was, 
a saving of £1,000 effected. But supposing you gave 
him a full year’s compensation and something else 
besides under the Act, how did you deal with the 
£2,000, the full year’s salary plus whatever com- 
pensation was given. You did not take that off 
the economy because that would have to be spread 
over a number of years, whereas the £2,000 a year 
would be an annual saving?- — I am assuming to 
begin with that it is not merely a question of the 
individual-, -but that it is the post which has been 
abolished. In that case we would say it is a definite 
saving and an accrued saving and a continued 
saving. Against that some compensation is given. 
It may take the form of an annuity to the indi- 
vidual. If so the expectation of life is ascertained 
from the ordinary actuarial table and the annual 
payment to the individual multiplied up by the ex- 
pectation and then rated down to its present value 
as if it were a capital sum and that sum has been 
addded in. In the case of a lump sum it is easy. 
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5808. And you charge that capital sum -with 5 per 
cent, as a deduction from the economies? — Yes. 

5809. Mr. Bruce Thomas : You told us that the 
whole of the items claimed for have already accrued? 
— That is so. 

5810. That is not only has the post been officially 
abolished but the occupant of the post has been dis- 
posed of? — Yes. 

5811. Either by compensation or by being found 
other employment in the railway’s service in a 
vacancy which had he not filled it would have been 
filled by somebody else who would have had to be 
taken on? — Yes, that is so. We have not charged 
as an economy a case where one has determined to 
get rid of the post but has not yet been able to get 
rid of the holder of a post. If in such case the 
previous holder remains in the service, remains draw- 
ing pay temporarily, some special job, we have not 
treated that as an economy; it is not completed. 

5812. I think you might just give an illustration 
of that. You have a large number of posts that, to 
use your own phrase, have become redundant? — Yes. 

5813. But the occupants of those posts have not 
yet been permanently disposed of? — That is so. 

5814. In consequence of amalgamation there is a 
considerable amount of work for what you hope will 
not be the normal staff of the future? — That is so. 

5815. And those occupants of posts that have 
become redundant are at present engaged on that 
special work? — Yes, in some cases. 

5816. In those cases you have not treated the 
salaries of these officers as economies? — No. 

5817. Mr. Jepson: Those will be some of the 

economies which will accrue in the future which the 
traders will get the benefit of? — Yes, that is so. 

5818. Indirectly through the revenue? — Yes. We 
have, I take it, in every Company certain lists of 
positions and people which are regarded as 
redundant, and those will 1 accrue from time to time 
as vacancies arise, as opportunity occurs to place the 
individual. 

5819. You have told the Cburt how you have dealt 
with compensation. Will you tell the Court whether 
all the items claimed for are continuing annual 
savings? — Yes. The whole of the items are, in our 
opinion, continual annual savings. They are, of 
course, in so far as they arise undler, say, charges, 
purchases, materials, and so on, the difference at 
present orices between, separate purchase and con- 
centrated purchase. In that sense, of course, there 
may be a variation if the general level of price alters. 
But apart from a point of that kind they are all of 
them continuing items. We have tried to get as near 
as possible to the actual in all figures. 

5820. Mr. "Locket-. They will be reflected in your 
annual expenditure? — Yes. 

5821. They may not be identified by it, but they 
will be reflected? — Yes. 

5822. Mr. Bruce Thomas : They are items which 
would have constituted necessary expenditure and 
would have continued indefinitely? — Yes. 

5823. There are a large number of steps which 
have been taken with a view to effecting economies 
but which have not yet resulted in economies? — 
Yes. that is so. 

5824. You have referred to some of them, such as 
the employment of staff, that is redundant now, 
employed upon special duties? — Yes. 

5825. There are other steps that have been taken 
which will result in economies in relation to the 
reorganisation of the -arrangements for the construc- 
tion and repair of locomotives? — That is so. 

5826. Carriages and wagons? — Quite. 

5827. And economies in relation to train working? 
— Yes. 

5828. Have steps been taken with regard to 
economies of that nature ? — With regard to both types 
of economy. 

5829. Have they yet borne fruit so that you are 
able to put any figure upon them? — No, not on a 
scale on which one can at present identify and 
demonstrate the saving and the steps taken are, 



I think I should say, of a continuing nature. One 
is moving in the direction of what may be and should 
be quite big economies. 

5830. They can be only realised by a gradual pro- 
cess? — By a gradual process. 

5831. Do you consider that the steps which have 
been taken and the reorganisation which has been 
made and which is in progress will result in economies 
far in excess of any which are set out in your 
claim? — Well, it is difficult, of course, to give any 
real view as to the size of such economies, but they 
are believed by all our expert officials to be very 
substantial in character. 

5832. The amount of your claim as you have 
-already stated is £325,000, and the amount of your 
allowance, if the Oourt approves, will be £91,000? — 
Yes, being, I think, one-third. 

5833. Mr. Jepson: One-third of a figure which is 
less than the total sum ? 

5834. Mr. Bruce Thomas: Yes, it means £273,000? 
—Yes. 

5835. So that although you have brought out in 
your claim economies to the amount of £325,000, the 
figure which in order to dispose of the matter has been 
taken for settlement is £273,000? — That is so. 

5836. Are you able from your scrutiny and examina- 
tion to assure the Court that economies to at least 
that amount have been effected and have already 
accrued ? — Undoubtedly. 

5837. And that these economies were in anticipation 
of or arose out of amalgamation ? — Yes. 

Mr. Merriman : I have no question. 

Mr. Jepson : Could you give the Tribunal an illus- 
tration or two of the amalgamation which you said 
you had personally taken into consideration In antici- 
pation of amalgamation. Most of the things you have 
spoken of have been the result of the amalgamation, 
that is the cutting down of directors’ fees and doing 
away with redundant officers. 

5838. President : The two stationmasters in one 
village was before, was it not? — The consideration was 
taken before amalgamation, but I do not think it 
operated until after amalgamation. The case only 
became effective in September, 1923, but I personally 
was dealing with it as a proposed economy at least a 
year earlier. That rather brings out the point I men- 
tioned before, that a claim is not put in until the 
proposed economy has been really effected ard 
completed. 

5839. Mr. Jepson: In that case you really had 
not considered it until the passing of the Railways 
Act, 1921, in August, 1921? — No. 

5840. You ,s)ee what is in my mind. One knows 
the working arrangement there wlas between the 
Great Central, the Great Northiern and the Great 
Eastern for years prior to the amalgamation ? — Yes. 

5841. According to the strict reading of the Act 
none of those (economies which were the result of 
those pooling arrangements or whatever they were 
could properly come in here. I only want to be 
anite satisfied and have your assurance that 
nothing of that kind has come in. That is the 
reason I rather asked that pointed question about 
the economics in anticipation of the amalgamation. 
All these economies in anticipation of amalgamation 
were not started by you or started by the London 
and North Eastern Company until after the passing 
of the Act of 1921. That is quite clear? — Quite 
clear. There is no case at all of that type included 
amongst the economies. 

5842. One other question. In your last column 
but two on your statement you sav, “ Stores and 
materials, standardisation or bulk purchases includ- 
ing clothing.” The suggestion from that heading 
is that because you bought in larger quantities 
through contractors, colliery owners or iron people 
you made a saving not s-o much in the alteration in 
the market price but because you . were buying in 
bulk ? — Yes. 

6843. And that comes out at £16,600? — ‘With other 
items. One or two of the items were quite definitely 
a rebate on a given quantity from the manufacturers. 
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Those are quite clear items, and there are other such 
items as the grouping together and concentration, for 
instance, of the printing of tickets. At York there 
is a ticket printing office which had a considerable 
margin of expansion. It was arranged to bring to 
that office and m;int there the tickets for our Scottish 
area instead of buying them from contractors. It is 
really the difference between the cost accounting 
figures which brings out an item which together with 
others makes up these totals. 

5644. There was nothing brought in which repre- 
sents the variation in the market value of these things 
at all P — No. 



5845. It must be in some way, such as you have 
mentioned, where you get a rebate on the quantity ; 
because you have been able to increase the quantity, 
and, therefore, you have been able to get that or a 
larger rebate? — Yes. In an item of that kind there 
is necessarily some element of estimate. The tickets 
of the Scottish constituent companies were purchased 
from contractors a.t a price, and if any variation is 
know to have taken place in the market price, we 
have estimated what those tickets would cost of a 
continuance of the old system, and we know what 
they have in fact cost now that they have been 
concentrated. 



Gross-examined by Mr. Staefokd Ceipps. 



5846. What have you taken as your normal to 
judge your economies by? — The great bulk of these 
economies are salaries and wages; and there we have 
an establishment settled and fixed more or less on 
Treasury lines. The posts are all authorised by the 
general manager. 

5847. That would be direction and administration? 
— Yes, primarily. 

5848. Take maintenance and operation? — That is 
largely salary. It is largely the posts which were in 
charge of something which have become duplicate. 

5849. I do not want a long explanation. What 
have you taken as your standard? Have you taken 
your 1913 staff, your 1920 staff, your 1921 staff, or 
what? — In effect these are 1922, pre-amalgamation, 
posts and salaries, with, on the other side of the' 
balance-sheet, the post-agreement, final stage. 

5850. So that any savings would be on the basis of 
the 1922 salaries and wages? — Yes; they are post- 
war figures. 

5851. With regard to the item, “ Train working,” 
in R.T.2a, have there been economies in train work- 
ing up to June, 1924? — No. Train working is one of 
the big items of possible future economy. 

5852. Up to June, 1924?— None it was thought 
possible to put forward at this stage to claim for. 
They are much more complicated to handle than the 
straight-forward cases of the abolition of a post. 
The reshuffling of the way traffic is handled is a 
complicated matter, and no doubt it was a ponit on 
which the Traders’ Committee have laid stress, but 
it is difficult to prove it even if it is genuine. 

5853. You do not put forward anything to prove 
it ?— Not at this stage. Amongst my detail I have two 



or three small oases of train working where a salary 
or a post has been definitely saved • but they hap- 
pened to be simple items where you could isolate 
them. 

5854. Saving of mileage, and so on? — Yes. That 
would be very difficult to prove. 

5855. Have you got any tentative basis for that? — 
I could not say. I am not an expert on that side 
of it. 

5856. In dealing with these figures have you had 
before you any basis?: — No, I have not. 

5857. In your view the anticipated saving between 
the 30th June, 1924, and the fixed day would probably 
exceed £325,000? — The feeling amongst the officers 
who have been dealing with it is that the economie ■, 
should in fact be very substantial indeed; probably as 
much as the figure we have claimed- But, of course 
that is tentative and speculative. 

5858. Obviously it is a matter of opinion, and I 
only wanted to get your opinion. Your opinion is 
that it would probably be as much as, if not more 
than, £325,000.'' — Yes. May I put it in this way : The 
stock of wagons, for example, of a big railway is a 
very big capital sum — a greaft many wagons are 
involved. If by concentrating on standardising the 
design of manufacture, and so forth, in one of the 
numerous workshops of the company we can reduce 
the cost of building wagons by so much per wagon 
or so much per ton, even a small reduction per wagon 
becomes quite a big item. 

5859. And those are the sort of economies which 
will result from amalgamation, in your view? — Yes. 

5860. And similarly on train mileage? — Yes. It 
is hoped there will be savings at the same time by 
use of alternative routes, and so forth. 



(The Witness withdrew.) 



Mr. Wieliam Ceower, sworn. 
Examined by Mr. Clawson. 



5861. I think you are the Assistant to the General 
Manager of the London Midland and Scottish Rail- 
way Company? — Yes, 

5862. Particularly with regard to staff and labour 
matters ? — Yes. 

5863. And I think you are responsible (if I may 
use that expression) for the blue pamphlet— R.T. 3a 
— dealing with Item 6? — Responsible for the cor- 
rectness of it, not for ite preparation. 

5864. Those figures I have in the final form have 
been somewhat corrected ; the print has been altered 
to the extent of £9,000? — That is so. 

5865. I do not think I need' trouble the Tribunal 
with the details ; a corrected copy can, of course, be 
provided if any question arises as to the detail. Now, 
I dare say you have listened to Mr. Kerr’s evidence ? 
— Yes. 

5866. Can the Tribunal take it that, so far as your 
schedule is concerned, it has been prepared on the 
same lines and in the same manner as was indicated 
by Mr. Kerr’s evidence in regard to his?— Yes, we 
have followed the same principles. 

6867. I rather think the gentlemen who worked out 
these statements worked more or less in unison with 
one another and on similar lines? — Yes. 



5868. And' in consultation? — Yes. 

5869. I will not take up the time of the Tribunal 
by going through the details. They may take it then 
that you will, for the purposes of your statement, 
adopt what Mr. Kerr has said in regard to his state- 
ment? — Yes, I think I can in its entirety. 

5870. President : Are these effective realised 

savings? — Yes. 

5871. Are they dealt with on the same principle 
as Mr. Kerr dealt with his in his pamphlet? — Yes, 
precisely. 

5872. Would you say exactly the same with regard 
to a reorganisation where six gentlemen had been 
retired from one department or three added to 
another? — Yes; we have taken the net economy, 

5873. In every case? — Yes, in every case. 

5874. Mr. J epson : You do not show anything in 
the way of saving under stores and materials owing 
to standardisation of bulk purchases, including 
clothing. The London and North Eastern showed 
£16,000 annual saving as a result of the amalgama- 
tion. You have nothing down; is it that economy has 
not yet been effected? — We found it extremely 
difficult to put a figure to the economies effected 
prior to the end of June, 1924. We do know, as a 
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matter of fact, in the manner explained by Mr. 
Kerr, that economies will be effected by bulk pur- 
chases, and so on. 

5875. But yours -are not ripe enough to include 
in your statement? — Not at the moment. 

5876. President : You mean you have not effected 
any economies under that head or you would have 
put them in? — That is so. 

5877. Mr. Olauson: Down to the 30th June? — Yes. 

Of course, I am speaking of up to that date. 

5878. You have not quantified those economies, 
although you may possibly have effected them? — 
Some of them have undoubtedly matured, but we 
have not been able to put a figure on them. 

5879. But with regard to the items claimed in this 
statement they are in every case continuing annual 
savings, I take it? — Yes. 

Cross-examined by Mr 

5884. There are a good number of potential econo- 
mies ? — Yes. 

5885. Which will fructify in a short space of time? 

— We hope so. 

5886. Is it your view that those economies will at 
least exceed, or at least be as great as if not exceed, 

(The Witness 



Glower. [ Continued . 



5880. And, but for the economies effected under 
amalgamation, those items would have been neces- 
sary expenditure -and would have continued in- 
definitely? — Yes. They are entirely new to amal- 
gamation. 

5881. With regard to the reorganisation and 
arrangements for reconstruction, and so on, are steps 
being taken which will result in economies ? — Yes, 
very definite steps, by concentration. 

5882. Does that apply also to reorganisation of 
train working"? — Yes. But there, again, we have 
been unable to put a figure upon the realised 
savings. 

5883. You cannot at present quantify them ? — No. 



Stafford Orxpps. 

the sum that you have got in your present claim? — 
I am afraid 1 cannot express an opinion on that 
which would be of any value. 

5887. Let us have it. We will discuss its value, 
if necessary? — I could not say. 

6888. I understand that you had no part in this 
settlement? — No. 

withdrew.) 



Mr. James Milne, sworn. 
Examined by Mr. Tyloe. 



5889. Are you Assistant General Manager of the 
Great Western Railway? — Yes. 

5890. I think you have been concerned in preparing 
your company’s claim in respect of economies under 
the proviso to Section 58 (1) of the Railways Act? — 
Yes. 

5891. Are the economies which you have set out 
in R.T.4 a details of Item No. 6? — Yes. 

5892. I do not want to take you in great detail 
through it after what the previous witnesses have 
said; but in preparing this table in R.T„4 a were you 
in consultation, as to the manner of preparing it, 
with the witnesses who have just given evidence? — 
The staff assistant of -our company was in consulta- 
tion, and he was acting, more or less, under our 
directions. 

5893. With regard to the economies which you 
olaim in that table. Firstly, are they economies 
which have already been effected!? Will you deal 
with that point? — Yes. 

5894. They are economies which have already been 
effected? — Yes. 

5895. Secondly, are they economies which are in 
anticipation or as a result of the amlgamation ? 

Yes. 

5896. Thirdly, are they economies -which are not 
economies, in this sense, that where, as a result of 
the amalgamation, one officer’s services have been 
got rid of and other posts have been created, have 
you considered as the economy the net economy ? 
Yes, the net economies in all cases. 

President : There is a saving on capital expendi- 
ture about which you had better ask him a question. 

5897. Mr. Tylor : If you please, Sir. Will you 
deal with the saving under the head of 20-ton 
wagons and cancellation of capital schemes? Will 
you explain that to the Tribunal?— Yes. In the case 
of the capital expenditure under the heading of 
20-ton wagons, this expenditure was actually author- 
ised by the directors on the basis of giving us three 
days supply of coal at the docks. AVhen Ave intro- 
duced the 20-ton wagons Ave asked our chief Docks 
Manager to reA r iew the position ; and as a result they 
were able to reduce the siding accommodation 
required and to save £94,350. These Azotes Avere sub- 
sequently cancelled, and AA r e have claimed 5 per cent, 
on the saving. The second is under cancellation of 
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capital schemes. This was a proposal pre-Avar to 
build a line between Cardiff and Bridgend to relieve 
congestion. In 1920 we approached the Ministry of 
Transport and told them that we proposed to build 
this line amongst a lot of other schemes, and we asked 
them to consider the financial aspect of the question ; 
Ave Avanted to know how we were to raise the money 
to build this line. When we Avere told that the Barry 
Company were going to be part of the Group we Avere 
able to say that the line would not he required. In 
our negotiations with the Barry Company they put 
forward as one of their claims that -we would he saved 
the construction of this alternative line. I believe 
that the Minister of Transport himself referred to this 
as one of the economies under the Act. 

5898. Mr.. Jepson : Do you consider that the intro- 

duction of 20-ton Avagons is a result of the amalga- 
mation? — -Undoubtedly. Under the former arrange- 

ment Av-e could never haA'e got all the different com- 
panies to convent their tips at the docks; and unless 
the companies had some assurance that pretty 
AA-ell the majority of the tips in South Wales would 
be converted they would not have altered their 
screens at the collieries. 

5899. Would not you have done that, so far as the 

docks owned by the Great Western were concerned, 
apart from the Barry? — No. None of the docks 

were ours — they Avere the Barry, the Cardiff and the 
Newport Alexandra Dock's. The smaller companies 
Avould not have had the money. 

5900. A saving of £20,000 per annum is referred to 
on shunting, haulage, etc., by the introduction of 
20-to-n wagons. I see you say, “ Estimated saving.” 
Does that mean an estimate with regard to the 
future or as regards the present savings; because 
although a fairly large number have been adapted 

to 20-ton Avagons ? — The company are providing 

1,150 Avago-ns for the use of the traders, and it is the 
saving on those 1,150 Avagons. As you have said, 
it is an estimate. 

5901. To replace the private owners’ 10-ton 
Avagons? — Yes; done at the request of the Traders. 
They themselves, I might say, are saying we are very 
much under-estimating the Avagons, and want a 
bigger rebate. 

Mr. Jepson-. That is aother point altogether. 
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Cross-examined by 

5902. I think that on another occasion the Great 
Western Railway Company said there would he 
hardly any economies? — I am not aware of that. 

5903. On the 20-ton wagons in the South Wales 
coal trade? — I am not aware of the Great Western 
having expressed any such view. 

Mr. Stafford Gripps: I think it is on record 

somewhere. 

Mr. Jepson : I think one of their advertisements 
was that if they could get the colliery owners to 
adopt these wagons they could give a rebate on the 
coal conveyed in those trucks; so they must have 
anticipated an economy somehow. 

Mr. Stafford Gripps : I was thinking of some 

evidence given in a case before you by the South 
Wales coalowners as t-o a reduction on the South 
Wales lines. 

Mr. J epson : Where they came for the abolition of 
the flat rate ? 

5904. Mr. Stafford Gripps : For a reduction in the 
rate. (To the Witness): Are you of opinion that 

after the 30th June, 1924 ? — Some one was up to 

the 31st December, 1924. 

5905. After that date a similar amount probably will 
be saved in wagons? — I think a very much larger 
amount will be saved. 

5906. Can you give us some sort of estimate ?— No, 
I am afraid not. We are depending on our depart- 
mental officers to supply us with particulars, but we 
have ceased to work on that now. 

5907. Were you a member of the Committee which 
settled this agreement? — No. 

5908. Mr. Locket : Your estimate is made up on 
rather different lines from that of the other com- 
panies, is it not — at any rate, so far as those last 
items are concerned ?— Yes, the additional items. 

o909. You cannot take up the attitude, which 1 
think Mr. Kerr took up, that these economies were 
economies realised as between 1922 and 1924. They 
are actually economics. You cannot show those last 
three items are realised economies, can you; you 
have really nothing with which to compare them? — 
The 20-ton wagons is a saving on the wagons we have 
actually put into traffic. With regard to the can- 
cellation of capital scheme, that scheme w~as definitely 
abandoned; so I think they are realised in that 
sense. 

5910. It is an economy as compared with what you 
would have been expending in the future, but 'it is 
hot an economy as compared with what you have been 
expending in the past? — Yes; because the 20-ton 
wagons were making a big saving in our haulage and 
shunting costs. 

5911. It is an estimate of £20,000 there ?— Yes. 

Re-examined by 

5920. With regard to this line between Cardiff and 
Bridgend, that was not intended to be a competitive 
line in any sense, was it? — No. It was to relieve 
the congestion on our lines, absolutely. 

Mr. Locket : I did not imagine it was a competi- 



Mr. Stafford Gripps. 

5912. I am referring more particularly, perhaps, to 
the cancellation of capital scheme? — We will never 
have to spend that capital. 

5913. Would you go so far as to say that the aban- 
donment of all competitive expenditure on capital 
account was an economy ? — No, not necessarily. But 
in this case, you see, the Barry Company used this as 
one of their levers. While arranging the terms, they 
said, “We are saving you this capital expenditure,” 
and if we do not get remunerated for it 'is an economy 
we shall not get remunerated at all. 

5914. Supposing another railway company in the 
Midlands were planning a line to a district served 
by another company. Say the London and North 
Western (before the amalgamation) were planning a 
line to a district served by the Midland. If, in con- 
sequence of the amalgamation, they abandoned that 
line, would you call it an economy? It is very much 
on the same lines, is it not? — LTp to a point it is 
the same; but there has not been any negotiation 
between the companies. The Barry Company, in 
arranging terms, referred to this as their saving us 
the construction of this line. 

5915. I have considerable doubts as to whether 
these are the sort of economies contemplated by the 
clause in the Act? — Personally, I should not look on 
that as the big economies in the note. Take the 
locomotive position ; we took over 845 locomotives, 
and there were 145 different types in those 845 loco- 
motives. We are now going to standardise those 
down to two types. Then take the Taff Vale engines 
and one or two of the others ; they were designed 
to burn only very high-class coal for which we had 
to pay 5s. or 6s. a ton more — 4s. to 6s. on the latest 
estimate — than for ordinary Great Western standard 
coal. We -are definitely saving that coal in the 
engines that are being converted. 

5916. You have made no claim for that? — No. 

5917. Those are the economies which we under- 
stand at present are in contemplation and will 
fructify later? — They have fructified to a con- 
siderable extent now, but we have not ascertained 
the quantum. 

5918. But they are on a totally different basis? — 
Yes. But this settlement is an all-round settlement, 
taking into consideration all the claims up to the 
fixation of charges, and we have under that heading 
a very big item. 

5919. If that figure of £87,500 is eliminated from 
the total of £337,311 it will be less than the £279,000 
which will be received under the allocation of the 
£1,400,000? — Possibly. But then, again, I have a 
big saving under the items in the note, which we 
have not put forward; the settlement is a considera- 
tion up to the date of the fixation of charges. 

Mr. Clattson. 

tive line; but if this item were admitted it would 
open the door to all schemes abandoned being 
brought into this economy. 

Mr. Glauson : I just wanted to draw attention fco 
the point that it was not competitive. 



Mr. Andrew Howie, recalled. 
Further examined by Mr. Clawson. 



5921. 1 think you are one of the two Joint 
Accountants of the Southern Railway Company? — 
Yes. 

5922. And you have been actively concerned in the 
ascertainment of the economies effected by that 
company ? — Yes. 

5923. Y r ou are here to speak to the particulars con- 
tained in R.T. 5to, details on Item No. 6? — Yes. 

5924. With regard to that, I will put it you 
shortly : You have heard the evidence of the previous 
witnesses ? — Yes. 

5925. T will not ask you to repeat it. Has your 
statement been prepared on t'hei same lines and 



with the same result as regards (the 'economies, 
economies in anticipation of amalgamation, and so on? 
— Yes, they have been prepared in exactly the same 
way. 

'5926. President : You seem to have made a con- 
siderable saving in stores, materials, and stan- 
dardisation ? — It is principally stationery. 

5927. Does that include tickets? — No, I do not 
think it does. It is principally forms, advertisement 
bills, pamphlets, and so on. There is a combination 
of documents which has resulted in a large saving. 

5928. YVhat documents have you combined so 
successfully? — Take pay sheets; each company had 
a different form of pay sheet. 
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5929. Mr. Clauson: You have the details that you 
have furnished to the traders about that item? — 
Yes. 

5930. £44,000 of the £64,000 was under the head 
of printing and stationery? — Yes. 

5931. Then there was a large item of £24,344, 
combining into one document specially made items for 
all three sections — advertising bills, pamphlets, and 
so on? — Yes, and time-tables. 

5932. Mr. Loclcet : Would you say posters as well? 
—No. 

Cross-examined by 

5936. That particular item of £64,000, to which 
attention has been called, was one of the items on 
which the Co-ordinating Committee demanded full 
and detailed particulars, was it not? — That is so. 

5937. Mr. J epson : Did they get them, and were 
they quite satisfied with them? — I do not know 
whether they were satisfied with them; but they had 
them. 

Mr. J epson: They have apparently come into the 
Agreement, and it may be, of course, in getting 
£40,000 instead of 331 per cent, of £1,400,000 that 
they have wiped this out. 

_ Mr. Merriman : It really comes to this : That by 
the time agreement has been reached the railway com- 

Cross-examined by 

5938. Can you explain where the economies come in 
on wages ? I think nearly all these economies are 
wages, .are they not? — Yes. 

5939. Seeing that thei’e is not so much overlapping 
with the Southern Railway as with otbefr railways — 
not such an opportunity of reducing the staff — -would 
not you say that most of this might be very much 
reduced if it were gone into? — No. 

5940. Give the Tribunal one instance where an 
economy has been effected in wages on the Southern 
Railway, to which I am specifically referring. I have 
not seen on the Southern Railway any great 
economies effected, though I have travelled for some- 
years on that railway? — I do not quite understand 
what you want. 

5941. Give us a specific instance of an economy in 
wages? — I have not here a list of tliei individual 

( The Witness 

Mr. Clauson : The position now is this, Sir. I think 
the 15th June has been provisionally fixed 

President: Are not we .going on to-morrow? 

Mr. Clauson : Yes ; we shall have to go on to- 
morrow. 

President : Let us go on to-morrow as far as we 
can. 

Mr. Clauson : If you please, Sir. 

(Adjourned till to-morro 



Howie. [Continued. 



5933. Mr. Clauson: Are you able to assure the 
Tribunal that the economies claimed in your state- 
ment are all net economies? — Absolutely. 

5934. They having been made net economies in the 
way described by the other witnesses ? — Exactly. 

5935. And that they were economies rendered pos- 
sible by or in -anticipation of amalgamation ? — All 
rendered possible by amalgamation ; none in 
anticipation. 



Mr. Merriman. 

panies are still maintaining that each individual item 
could be substantiated to the full if they admitted 
nothing. We on the other hand have not admitted 
that any particular item could’ he substantiated; hut, 
of course, the settlement was arrived at on the 
broader basis. But this was definitely, as was that 
Great Western item, one of the items we questioned. 

Mr . J epson : The main thing for the Co-ordinating 
Committee is that is closes the door for future 
economies ; after 1924 there is no special claim made 
'by the railway companies. 

Mr. Mein-brum: Yes, that is the main point from 
our point of view. 

Mr. Worral:l. 

items ; hut if we take the General Manager’s depart- 
ment we have saved 38 posts in that department. 

5942. Do you mean -Station-masters, and so on ? 
What sort of posts would they be ? — There were two 
General Managers. 

^5943. You have saved two General Managers? — 
Yes. We have saved several Assistant General 
Managers. We have saved, perhaps, 20 to 30 clerks 
in that department. And so I could go through all 
the departments. We have saved 44 posts — that is to 
say, we have made 44 people redundant and got rid 
of them, in the Secretary’s department. 

5944. Take, the running of the railway itself. Have 
you saved anything on the running? — Not very much. 

5945. You are not claiming it on that? No. 

withdrew.) 

President : Mr. Merriman, are you calling a wit- 
ness from the Traders’ Co-ordinating Committee? 

Mr. Merriman : I am going to put myself in the 
hands of the tribunal about that. I am willing to 
do so if the tribunal would like to hear one — say Mr. 
Drage. 

President: I rather gather that, my colleagues 
would like to hear one. 

Mr. Merriman: Then Mr. Drage shall be called 
to-morrow. 

w morning at 10-30.) 
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Ministry of Transport, 

Finance and Statistics Department, 

7, Whitehall Gardens, 
London, S.W.l. 

20th May, 1925. 

Sir, 

I am directed by the Minister of Transport to state 
that in accordance with the request of the Tribunal 
he has caused an examination to be made of the 
figures contained in the statement reconciling the 
net capital expenditure' of the years 1913-1923, in- 
clusive, with the claims of the railway companies 



under Section 58 (1) of the Railways Act, paragraphs 
a and 6, as submitted -by them in an amended form 
and printed at page 400 of the Proceedings of the 
Tribunal. 

2. It should be clearly understood that the scope 
of the Ministry’s investigation has been confined to 
a test examination mainly directed towards ascertain- 
ing whether any overlap has occurred between the 
claims under paragraphs (a)and (b), the result of 
which is to indicate that the statement has been cor- 
rectly compiled, subject to the following observations. 

3. Apart from detailed adjustments which arise out 
of the investigations there are certain differences in 
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the methods of compilation adopted by the railway 
companies which involve questions of principle upon 
which decision would appear to be required. The 
attention of the companies was directed to these 
differences and figures have been agreed with the 
companies which show the amounts involved. The 
preparation of these additional figures has somewhat 
delayed the presentation of this Report, but it was 
considered that the general convenience would be 
served by following this course. 

4. From the capital expenditure in the years 1913- 
1923 inclusive, there is deducted in Statement J.Q.4 
(amended) “ Expenditure in 1913 or later upon works 
brought into use prior to 1913.” 

(i) Three of the amalgamated companies (London 
and North Eastern, Southern, and Great 
Western) have included in this item (and 
therefore excluded from their claim under 
58 (1) (6) ) expenditure in respect of works 
costing not less than £25,000 which appears 
in their claims under Section 58 (1) (c). 

(ii) The London and North Eastern Company 

has also included in this item and there- 
fore excluded from its claim under Section 
58 (1) (b) expenditure in respect of works 
costing less than £25,000, but upon this 
basis it is found that there fall to be 
included further items amounting in the 
aggregate to £32,238. Neither the Great 
Western Company nor the Southern Com- 
pany has excluded from its claim under 
Section 58 (1) (b) expenditure in respect 
of works costing less than £25,000. 

(iii) In the treatment of the compilation of the 

figures of their constituent and subsidiary 
companies the London, Midland and 
Scottish Company has included in some 
cases but has excluded in others expendi- 
ture on works brought into use prior to 
1913. 

(iv) The London and North Eastern Company 

has reduced the figure- under this head by 
amounts written out of capital sub- 
sequently to 1st January, 1913, in respect 
of works actually displaced (and therefore 
out of use) prior to that date. This has 
the effect of not giving credit in the claim 
under Section 58 (1) (b) for such displace- 
ments, but upon this basis it is found that 
the amount of the credit should be 
increased by £2,012. 

The other amalgamated companies have given 
credit in 58 (1) (b) claim for all sums 
written out of capital in respect of dis- 
placements. 

5. To facilitate any adjustment in the companies’ 
claims which may be necessary when the Tribunal 
has given its decision on the points arising under 
paragraph 4 of this letter, the amounts involved 
have as already explained been agreed with the com- 
panies and are set out in Appendix A. 

6. For the purposes of the reconciliation statement 
it is necessary to deduct from the amount of the 
claim under Section 58 (1) (a) expenditure prior to 
1913 on works brought into use after the 1st January, 
1913. 

Three of the amalgamated companies (London and 
North Eastern, London, Midland and Scottish, and 
Great Western Railways) have included in this figure 
all items of land or ’property which were purchased 
or constructed prior to the 1st January, 1913, and 
upon transfer subsequently from “ below ” to 
“ above ” the line purposes were admitted as rank- 
ing for interest under the Railway Agreements. 
The Southern Company has proceeded on the basis 
of not including such items in this figure, with the 
effect that credit is given for them in the claim 
made by that company under Section 58 (1) (b) to 
the extent of £14,823, but has inadvertently left in 
the claim a further sum of £16,142, composed of 
similar items. 



[ Continued . 



Figures have been agreed with the other Group 
Companies at : — 

£ 

London and North Eastern ... ... 56,162 

London Midland and Scottish ... 193,943 

Great Western ... ... ... 993 

Attention was drawn to this matter in Paragraph 
2 (iii) of the Ministry’s letter of the 20th November, 
1923, which ran as follows : — 

“ As the arrangements under which Interest 
was allowed were confined to the first seven, or 
1 above the line,’ items of the Statutory Account 
No. 8, the Capital Expenditure for the purposes 
of Section 58 (1) (a) is also restricted' to the 
1 above the line ’ accounts. In a few cases claims 
for Interest were based on the transfer of property 
from use 1 below the line ’ to use 1 above the line.’ 
The cost of such works is included in the expendi- 
ture as defined for the purposes of (a) of the sub- 
section, and it is for consideration whether 
credits should be given in respect of these works 
in the base figures for the purposes of (b), under 
which the Companies claim allowances in respect 
of ‘ below the line ’ capital expenditure.” 

Items of this nature are analogous, in their effect 
upon standard revenue, to capitalised value of rent 
charges (see paragraph 9) and decision appears to be 
required as to whether such credits are to be given 
or not. In so far as such lands and property were 
earning revenue in 1913 the rents are included in the 
annual net revenue of that year and the amounts 
included in the net revenue of 1913 in respect of such 
lands and property have been agreed at : — 



£ 

London and North Eastern ... ... 1,979 

London Midland and Scottish ... 2,974 
Great Western ... ... ... ... 4 

Southern ... ... ... ... ... 793 



The figures for the London Midland and Scottish 
and Southern Railways are partly estimated in the 
absence of full records, but the estimates appear to 
be reasonable. 

7. At the date of vesting the four amalgamated 
companies made various adjustments (known as 
“ vesting entries in the capital expenditure of the 
constituent and subsidiary companies. The three 
group companies other than the Great Western Com- 
pany ignored . these vesting entries when compiling 
their original claims under Section 58 (1) (b). The 
Tribunal were acquainted with this fact and in their 
decisions of the 31st July, 1924. directed that the 
Great Western Company’s claim should be adjusted 
by the elimination of the credits which the company 
had given in respect of adjustments made in their 
capital account upon amalgamation which were 
merely bookkeeping entries. In the reconciliation 
statement under review the Great Western Company 
has excluded the vesting entries from its claim under 
Section 58 (1) (b). 

The London and North Eastern Company has in- 
cluded as a special item in the reconciliation state- 
ment and deducted from its claim under Section 58 
(1) (b) a sum/ of £436,808 in respect of certain of the 
vesting entries mentioned above. It was explained 
to the Tribunal during the Proceedings of the Fif- 
teenth Day (see Q. 5389/5392) that this deduction 
was in respect of two classes of vesting entries — (1) 
actual credits to capital expenditure as distinct from 
bookkeeping entries and (2) securities held by con- 
stituent companies transferred at the date of vesting 
to the balance sheet and subsequently sold. There 
are items of a similar nature in the vesting entries 
of the London Midland and Scottish, Great Western, 
and Southern Railway Companies, but in no case has 
credit been given in the claims under Section 58- (1) (b). 
The attention of the railway companies has been 
drawn to this diversity of practice which affects the 
following items : — 
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£ 

(a) London, Midland and Scottish . — 

Glasgow and South Western 
Company’s steamers lost during 

the War ... 37,861 

(h) Southern . — Dover and Deal Joint 
Committee — Sales of property, 
less expenditure, subsequent to 
31st December, 1912, not brought 
f to account by Parent Companies... 3,122 

* (c) Great Wettern . — Investments in 

stocks and shares of constituent 
and subsidiary companies, trans- 
ferred to the Balance Sheet and 
subsequently sold ... ... 139,470 

The method adopted by the London and North 
Eastern Company in connection with items of the 
nature of (2) above raises the following point : 

The Tribunal has directed that vesting entries 
which are merely bookkeeping entries are to be 
ignored in compiling the claim under Sub- 
section (6). If it be held that credit should be given 
in respect of transactions under (2) at the date of 
realisation and not, upon transfer from the capita 1 
account to the balance-sheet, it would appear neces 
sary to examine at subsequent reviews under Sec- 
tion 59 all vesting entries not now credited, as being 
in the nature of bookkeeping entries, in order that 
account may be taken of all realisations effected in 
the interval. 

8. The points of detail which have arisen from the 
application of the test check are as follows, and are 
dealt with separately for each Company. 

London and Nokth Eastern Railway. 

Expenditure prior to 1913 on work brought into use 
after 1st January, 1913 : £3,696,505. 

(a) Brack enhill Light Railway. 

This railway was in course of construction 
before and during 1913, but earned no revenue 
in that year as it had not been opened for traffic. 
It was not taken into possession of the Govern- 
ment, and the expenditure, therefore, did not 
rank for interest under the Railway Agreements. 
By including an item of £26,926 in the figure of 
“ expenditure prior to 1913 on works brought 
into use after 1st January, 1913,” the company 
claim remuneration for an expenditure on this 
railway which is not remunerated in the earnings 
of the base year, but in strictness it might 
perhaps be questioned whether an item should 
be deducted from the amount of the claim under 
Section 58 (1) (a) which is not already included 
therein. 

(61 West Dunston Staiths. 

company’s attention was drawn to an item 
of expenditure upon West Dunston Staiths. An 
amount of £54,057 was withdrawn from the 
claim for interest under Railway Agreements 
and it appears that the whole of the amount has 
been transferred to the claim under Section 



58 (1) (6), although a portion of it (£25,038) was 
expended prior to the 1st January, 1913. 

Subscriptions to J. Joint Lines, etc., £602,404. 
Watford Extension Line. 

Since calls upon the parent companies for sub- 
scriptions to J. Joint Lines as well as the actual 
expenditure by the joint lines themselves are 
included in the figures of total expenditure, 1913 
to 1923, inclusive, the resulting duplication has 
to be eliminated under this heading. 

The London and North Eastern Company has in- 
cluded in this figure a sum in respect of the con- 
struction of the Metropolitan and Great Central 
(Watford Extension) Line. This is a non J Joint 
Line in respect of which no duplication has occurred 
and by including the amount of £30,681 in the figure 
of £602,404 the Company omits Ito claim under 
Section 58 (1) (6). 

London Midland and Scottish. 

In reconciling the claims of the various companies 
forming the group and from the application of the 
test check to items of expenditure, a certain over- 
lapping was found to have occurred in adjusting 
amounts as between the claims under Section 58 
(1) (a) and Section 68 (1) (6). The net effect is an 
apparent overclaim of £34,125 under Section 
58 (1) (6). Tile net figures of £94,561 appearing in 
the reconciliation statement under the heading of 
“ amounts expended and not claimed ” is corre- 
spondingly increased. 

Southern. 

The claim under Section 58 (1) (6) appears to be 
overstated by £62,053 in respect of the enlargement 
of Wate-Ioo Station. 

Great Western. 

Appearing in the reconciliation statement as a 
special deduction from the Great Western Company’s 
claim under 58 (1) (a) is an amount of £355,306 in 
respect of Fishguard and Rosslare Railway Company. 
The circumstances in connection with this item were 
brought before the Tribunal during the proceedings 
of the fourteenth day. 

9. Capitalised Value of Sent Charges and Feu 
Duties — As a result of the investigation, the follow- 
ing figures have been agreed with the Companies as 



correct : 

£ 

London and North Eastern ... ... 37,771 

London Midland and Scottish ... ... 29,973 

Southern 804 

Great Western ... ... ... ... Nil 

I am, Sir, 



Tour obedient Servant, 

(Sgd.) C. Hurcomb. 

The 'Secretary, 

Railway Rates Tribunal, 

2>, Clement’s Inn, iStrand, W.C.2. 
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Expenditure in 1913 or later upon Works brought into use Prior to 1913. 





Works costiug £25,000 
and over. 


Works costing less 
than £25,000. 


Works actually displaced prior to 
1918 not written out of Capital until 
subsequent to 1st January, 1918. 




Not claimed 
under 

Section 58 (1) (b). 


Claimed under 
Section 58 (1) (b). 


Not claimed 
under 

Section 58 (1) (b). 


Claimed under 
Section 58 (1) (6). 


Not credited in 
claim under 
Section 58 (1) (6). 


Credited in claim 
under 

Section 58 (1) (b). 


L. & N.E 

L.M.S 

G.W 

Southern ... 


£ 

76,331 

9,918 

116,868 

21,438 


£ 

17,326f 


£ 

164,517 

19,567 


£ 

32,238* 

87,856 

36,043 

95,419 


£ 

7,974 


£ 

2,012® 

65,226 

369,110 

180,367 



* Omission in original figure appearing in J.Q. 4 (amended). _ 

j- The Company state that this amount is not included in the claim under Section 58 (1) (c). 
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